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By Mr. FESS: A bill (H. R. 13813) granting a pension to
Amanda Wishard; to the Committee on Invalid Pensions.

By Mr. FITZGERALD : A bill (H. R, 13814) granting a pen-
sion to Charles H. Ritter; to the Committee on Pensions.

By Mr. HAWES: A bill (H. R. 13815) granting an increase
of pension to John Weldemann; to the Committee on Invalid
Pensions,

By Mr. KAHN: A bill (H. R. 13816) granting a pension to
T. L. Ingram; to the Committee on Pensions.

Also, a bill (H. R. 18817) granting a pension to Sarah G,
Sperbeck ; to the Committee on Pensions.

By Mr. KEARNS: A bill (H. R. 13818) granting a pension
to Lena Castor; to the Committee on Invalid Pensions.

Also, a bill (H. R, 13819) granting a pension to John C.
Herin; to the Committee on Invalid Pensions.

By Mr. LINEBERGER: A bill -(H. R. 18820) granting an
increase of pension to Mary V. Scriven; to the Committee on
Invalid Pensions,

By Mr. ROBSION : A bill (H. R. 18821) granting an increase of
pension to Tempie Dyer; to the Committee on Invalid Pensions,

By Mr. SANDERS of Indiana: A bill (H. R. 13822) granting
a pension to Jennie Alexander; to the Committee on Invalid
Pensions,

By Mr, WILLIAMS of Illinois: A bill (H. R. 13823) granting
an increase of pension to Amos H. Albritton: to the Committee
on Invalid Pensions. s

Also, a bill (H. R. 13824) granting a pension to Martin E.
MecMichael ; to the Committee on Pensions.

By Mr. WRIGHT (by request) : A bill (H. R. 13825) for the re-
lief of 8. Silberstein & Son (Inc.) : to the Committee on Claims.

By Mr. IRELAND: A resolution (H. Res. 484) authorizing
appointment of additional clerk who shall be under supervision
of the Clerk of the House; to the Committee on Accounts.

PETITIONS, ETC.

Under clause 1 of Rule XXII, petitions and papers were laid
on the Clerk’s desk and referrved as follows:

6821, By Mr. BARBOUR: Petition of certain residents of
Fresno County, Calif., urging support of joint resolution extend-
ing aid to people of the German and Austrian Republics: to the
Committee on Foreign Affairs.

6822. By Mr. BRIGGS: Letter and exhibits from G. W,
Tilley, State fire marshal, Austin, Tex., advocating prohibiting
the interstate shipment of Inflammable films: to the Committee
on Interstate and Foreign Commerce,

6823. By Mr. KETCHAM : Petition signed by 62 citizens of
Bridgman, Mich,, favoring aid to famine-stricken peoples of
German and Austrian Republics; to the Committee on Foreign
Affairs,

6824. By Mr. KISSEL : Petition of the Merchants' Association
of New York, New York City, urging favorable actlon on House
bill 10213, a bill relating to the Diplomatic and Consular Service
of the United States; to the Committee on Foreign Affairs.

6825. By Mr. SANDERS of Indiana: Petition of several mem-
bers of Zion Reformed Church, of Terre Haute, Ind.. relative to
House Joint Resolution 412; to the Committee on Foreign
Affairs,

SENATE.
Turspay, January 16, 1923,

The Chaplain, Rev. J. J. Muir, D. D., offered the following
prayer: .

Our Father, Thou hast proven Thyself to be a very present
help in time of trouble. And as we look out upon a distracted
world we pray Thee for the wisdom necessary to cope with the
difficulties, meet the problems, and deal with the strained situa-
tion that confronts nation after nation in these days. Our God,
be our refuge, be our strength, and so help Thy servants before
Thee and all others dealing with national or international
affairs that results may be achieved which shall be for the good
of humanity and Thy great glory. Through Jesus Christ our
Lord. Amen.

NAMING A PRESIDING OFFICER.
The Secretary, George A. Sanderson, read the following com-

munication : 3 :
UNITED BTATES SENATE,
PRESIDENT PRO TEMPORS,
Washington, D. 0., January 15, 1923,

To the Senate:

Being temporarily absent from the Senate, I appoint Hon. Georce H.
Moses, a Senator from the State of New.Hampshire, to perform the
duties of the Chair this legislative day, ArBERT B. CUMMINS,

i President pro tempore,

Mr, MOSES thereupon took the chair as Presiding Officer,
The reading clerk proceeded to read the Journal of the pro-
ceedings of the legislative day of Tuesday, January 9, 1923,
when, on request of Mr. Curris and by unanimous consent, the
further reading was dispensed with and the Journal was ap-
proved,
DEPARTMENTAL USE OF AUTOMOBILES,

The PRESIDING OFFICER laid before the Senate the fol-
lowing communieations:

‘A communication from the chairman of the Federal Trade
Commission, reporting, in response to Senate IResolution 399,
agreed to January 6, 1923, that the commission does not main.
tain any passenger automobiles or garages; that it does, how-
ever, maintain and use a Dodge truck for mail-earrying pur-
poses, which is kept in one of the War Department garages at
the rate of $10 per month ;

A communication from the Comptroller General of the United
States, transmitting, pursuant to Senate Resolution 399, agreed
to January 6, 1923, information relative to the number and cost
of maintenance of motor vehicles in use by the General Account-
ing Office; and

A communication from the Secretary of the Smithsonian
Institution, transmitting, pursuant to Senate Resolution 390,
agreed to January 6, 1923, information relative to the number
and cost of maintenance of motor vehicles in use by that
institution.

Mr. McKELLAR. Mr. President, in reference to these re-
ports from the various departments and divisions, I wonder if
we can not have them placed all together and kept on the
table, so that they may be considered together; or do they,
under the rule, have to be referred as they come in?

The PRESIDING OFFICER. They lie upon the table until
disposed of by the Senate.

Mr. MCKELLAR. I ask that that course be pursued, and
that they lie on the table. 1

The PRESIDING OFFICER. Without objection, it is so
ordered, :

CALL OF THE ROLL.

Mr. CURTIS. Mr. President, I suggest the absence of a
quorum.

The PRESIDING OFFICER. The Secretary will eall the
roll.

The reading clerk called the roll, and the following Senators
answered to thelr names:

Ashurst (ilass MeCormick Sheppard
Ball Hale MceKellar Simmons
Borah Harreld MeKinley Smoot
Brookhart Harris Melean Spencer
Calder Harrison MeNary Stanfield
Cameron Heflin Moses Sterling
pper Johnson Nelson Sutherland
Couzens Jones, Wash, New Townsend
Culberson Kellogg Nichp!son Underwood
Curtis Keyes Norbeck Walsh, Masa,
Ernst King Norris Walsh, Mont,
Fernald Ladd Oddie Warren
Fletcher La Follette Phipps Watson
Frelingbuysen Lenroot Pittman Williams
George Lodge Robinson Willis

Mr, WILLIS. T wish to announce the unavoidable absence
of my colleague [Mr. Pomerene] on account of illness. I de-
sire that this announcement may stand for the day.

Mr. CURTIS. I was requested to announce that the Senator
from Wyoming [Mr. Kexorick] and the Senator from Louisiana
[Mr. RaxspELL] are engaged in’ a hearing before the Committee
on Agriculture and Forestry.

“Mr. FLETCHER. My colleague [Mr. TrAMMELL] I8 una--oid-
ably absent. He has a general pair with the Senator -from
Rhode Island [Mr. Corr]. I will let this announcement stand
for the day. .

The PRESIDING OFFICER. Sixty Senators having an:
swered to their names, a quorum is present.

- PETITIONS AND MEMORIALS,

The PRESIDING OFFICER laid before the Senate resolu-
tions adopted by the Major Willinm E. Almy Camp, No. 1,
United Spanish War Veterans, Department of Porto Rico,
favoring the passage of legislution to carry out the provisions
of the national defense act so as to maintain the strength of
the national defense’ against all possible enemies, either for-
elgn or domestic, which were referred to the Committee on
Military Affairs.

Mr. WILLIS. I present resolutions adopted by the directors
of the Steubenville (Ohio) Chamber of Commerce on December
18, 1922, relative to immigration questions, and ask that they he
referred to the Committee on lmmigration and printed in the
REcoED.

AUTHENTICATED
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There being no objection, the resolutions- were referred to
the Committee on Immigration anc ordered to be printed in
the Recorp, as follows:

Whereas In recent years laws have been enacted by the Com s of
the United States to govern and regulate the immigration of aliens to
this country, which action on the part of Congress was both wise and
just since it was for the purpose of attemgtmg to solve what had be-
come known as the “ Immigration problem " ; and

Whereas these eertain laws restricting immigration have been given
a fair trial, and based upon actual experience of the operation and en-
forcement of these laws there are now being proposed many changes
in these laws relating to immigration ; and

.Whereas the Steubenville Chamber of Commerce, an organization of
more than 600 business men, professional men, and manufacturers of
Stenbenville, Ohio, has studied this immigration problem from its dif-
ferent angles and has given consideration to the merlis of different

n of the present immigration laws now being proposed, many of
guch changes having already been drafted into the form of bills to be
introduced into Congress: Therefore be it

Resolved by the Steubenville Chamber of Commerce, based upon the
unanimous action taken hf 100 members present at a meeting on
Wedneadady. December 13, 1922, when this subjeet was very carefully
considered, and based upon the indorsement of such action by the
unanimous vote of the directors of this organization at a regular
meeting December 18, 1822, that this organization go on record In
favor of Senate bill 1253 introduced at the first sesslon of the
Sixty-seventh Congress by Senator STERLING, which Dbill proposes the
creation of an immigration board and amends present immigration laws
b!\; restricting immigration of aliens to such a number as would be
absolutely required from an economic standpoint by this counlr{ and
further fmviding for the selection by representatives of the Tnited
Btates at point of embarkation of Immigrants so that only such immi-
grants as are needed and can be assimilated by this eountry will be
admitted to these borders. And be it further

Resolved, That coples of this resolution be sent to the United States
Benators from Ohio and also to Congressman FraNK MUrrHY, and we
most respectfully urge thelr support in helping to bring about the pas-

sage of this law,
CERTIFICATION.

This is to certify that the above is a true and correct copy of a reso-
lution adopted by the directors of the Bteubeuville Chamber of Com-
merce in regular meeting Monday, December 18, 1922, =

c. 0. Haxes, Secretary.
Mr. STERLING. I have received a number of telegrams
from banks and loan associations in my State relative to Title
IV of the pending bill (8. 4280) to provide credit facilities for
. the agriculture and live-stock interests of the United States,
and so forth, asking that the limit of loans which may be made
by Federal land banks may be increased to $25,000. I ask that
the first telegram be read and that the names of the senders of
the other telegrams may be printed in the Recorp, and that they
all be referred to the Committee on Agriculture and Forestry.
There being no objection, the telegrams were referred to the
Committee on Agriculture and Forestry and the first telegram
and the names were ordered to be printed in the Recorp, as
follows :
[Western Union telegram.]
Rarip CITY, S. DAK,, January 9, 1923,
Hon, THOS. BTERLING,

United States Senator, Washington, D. O.:

We understand that bille in Congress increasing Federal loan limit

" to $25,000 have mot yet been reported out by Committee on Banking
and Currency.

It Is of vital lmportance to the West that these hills
pass as quickly as ]?psaihte for the rellef of western farmers and
ranchers, many of whose mortgages mature March 1. We will appre-
ciate your best efforts in this connection.

CHARLES J. BUBLL.

A. C. HuyNT,

GEORGE WILLIAMS,

Grorae P. BENNETT,

A, B, HALLEY.

The names of the senders of the other telegrams are as fol-
lows:

Peoples Savings Bank of Watertown; Douglas County Na-
tional Parm Loan Association ; Dell Rapids National Farm Loan
Association ; Yankton County Parm Loan Association; Jerauld
County National Farm Loan Association; Hanson County Na-
tional Farm Loan Association; First National Farm Loan As-
sociation of Pierre; all in the State of South Dakota.

Mr, STERLING presented petitions of sundry citizens of
Parkston, Dempster, Castlewood, Bridgewater, and Freeman, all
in the State of South Dakota, praying for the passage of legis-
lation extending immediate aid to the famine-stricken peoples
of the German and Austrian Republics, which were referred to
the Committee on Foreign Relations.

Mr. ROBINSON presented the petition of J. T. Lloyd and
sundry other citizens, praying for the passage of legislation
repealing the discriminatory tax in existing law on small-arms
ammunition and firearms, which was referred to the Committee
on Finance,

Mr. LADD presented resolutions adopted b, embers of the
Bergen (N. Dak.) National Farm Loan Association, protesting
agninst the passage of House bill 13125, the so-called Strong
bill, amending certain sections of the Federal farm loan act and
favoring the issnance of instructions to officers of the Federal
land bank at St. Paul, Minn., to adhere to paragraph 2, section

LXIV—113

7, of the Federal farm loan act, which were referred to the
Committee on Banking and Currency.

He also presented petitions of 157 citizens of MeClusky,
Lincoln Valley, and Ellendale, all in the .State of North Da-
kota, praying for the immediate passage of legislation extending
aid to the famine-stricken peoples of the German and Austrian
Republics, which were referred to the Committee on Foreign
Relations.

THE MUSCLE SHOALS PLANT,

Mr. McKELLAR. I ask unanimous consent to have printed
in the Recorp and referred to the Committee on Agriculture
and Forestry a letter from John Thomas Taylor, vice chairman
of the American Legion, In reference to the Muscle Shoals
project. .

'T'here being no objection, the letter was referred to the Com-
mittee on Agriculture and Forestry and ordered to be printed
in the REecorp, as follows:

THE AMERICAN LEGION,
NATIONAL LEGISLATIVE COMMITTEE,
Washington, D. O., January 15, 1923,
Hon. KENNETH MCEKELLAR,

Senate Office Building, Washington, D, O.

My DeAr SENATOR: The natlonal legislative committee of the Ameri-
can Legion desires to lay before you a resolution concerning the Muscle
Shoals plants and propertles and to urge that Congress adopt a definite
policy at this sesslon for the development and operation of this great
national project.

This matter was glven most careful and serious consideration at the
national convention of the American Legion, assembled at New Orleans,
La., on Friday, October 20, 1922, and the followlng resolutlon adopted:

“ Whereas at the bugimling of the World War the United States Gov-
ernment was brought to a realizatlon of the fact that It was wholly
dependent u&on the Chllean nitrate beds and German war-bullt nitrogen
plants for 1 supfl of nitrogen, which is absolutely necessary for the
manufacture of high explosives; and

“YWhereas the said United States Government did thereupon appro-
priate large sums of money for the erection and operation of nitrate

lants Nos. 1 and 2 at Muscle Shoals for the manufacture of nitrogen

fn large quantities by extracting same from the air, which sald plants
were completed and successfully operated just prior to the armistice,
or just after, and are the only alr-nitrogen plants in the United States
of Ameriea; and

“ Whereas the above-mentioned plants have not only been left in-
operative since the war, but have constantly fallen into a state of
deterioration, at an expense of many thousands of dollars annually to
the taxpayers of this country, while similar alr-nitrogen plants in
Germany were speedily converted so as to manufacture r:henp!{ nitro-

on fertillzers for the enrichment and reclamation of the arid farm
ands of Germany, which has proven to be an untold blessing to the
people of that country ; and

“Whereas we believe that the continuance of our dependence upon
foreign countries for the necessary supply of nitrogen for fertilizers
in time of peace and for explosives in time of war is not only an un-

kable humiliation but is positively 1‘pertlt:n.ls from the point of
view of the national defense: Now, therefore, be it

% Resolved, (1) That we, the Ameriean t&gion. in national con-
vention assembled, do hereby ecall upon the Congress of the United
States, upon the assembling of game, immediately to take up and act
upon the measures pending in Congress, or that may introduced
immediately upon the reconvening of same, on the subject and to
determine gpon a fixed policy as to the disposition of same ; and

“{2) In determining upon the disposition to be made of said rop-
erties” they may be governed by the following principles which we
believe to be fundamental, name}!y,

“{a) No policy or plan should be accepted which does not provide
for the operation of said plants in time of peace and the manufac-
ture of fertilizer, and the test for acceptance of any offer should
be the amount of fertilizer proposed to be manufactured;

“(h) No plan or policy should be adopted which is calculated to
introduce Federal operation of the project;

“le) ‘:[‘JheI felitilimr Iirodt?ctlonr at Muacla Shoals shall have pre-
ferred supply of power in time of peace; an

“id) l\ﬁ) plan or policy should be adopted which does not assure the
Government that a research or experimental department will be main-
tained and conducted in connection with the plants for the pu?om of
keeping up with the most approved methods of nitrogen preduction,
au? that in the event of “military emergem]:f the said plants will be
made available to the Government, at the call of the Secretary of War,
for the manufacture of nitrogen for explosives.

(%) That the national legislative committee of the American Legion

be directed to use all possible legitimate efforts to the end that the
Clgngrealks of the Unit States Immediately enact such legislation as
aforesaid.”

From the above-gunoted resolution you will note that this great proj-
ect should be—

First. Under private control and operation (not under Federal or
governmental control and operation) ;

Second. That fertilizer Sroducﬂun ghall have preferred supply of

ower in time of peace and nitrogen production for high explosives in
ime of war; and

Third. That suitable legislation Prnvidmg for the adoption of a per-
manent policy be immediately enacted by this Congress.

is entire matter has been before both Houses for some time and
has been thoroughly considered and reported on by the committees
after full and comprehensive hearings have been held.

As the American Leglon has in national convention passed this very
important resolution entitled “ Reclamation and national defense,” we
are interested in having the matter considered at the earliest possible
time, and we write you now to ask you when Congress expects to
take the matter up with a view to giving careful consideration to
the proposals that have been made and with a view to adopting a
definite and comprehensive policy for the development and operation
of this great project. In making some investigation in connection with
our effort to ascertain the status of this guestion we have noted that
on August 25, 1922, when thls matter was under discussion in the
House, Floor Leader MoxpeiL included in his remarks the following:
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“ 1 agree with the gentleman from Tllinols that this matter ought
to be considered and settled by this Congress, and as soon as it ean
properly be done,”

VB: urge upon you ae a Member of this Congress immediate con-
glderation of this legislation, so vitnl to the national defense of our
coun should the country become invelved in war and so indis-
pensable to our agricultural welfare.

Very truly ,m'lFrf'
ce

JouN THOS. TAYLOR,
Chaoirman, National Legislative Committee,
THE WAR DEBTS,

Mr. McKELLAR. Mr. President, while our Debt Funding
Commission continues to proceed without taking the American
people into its confidence, I notice that the British Government
is giving out information to the British people back home, It is
quite remarkable that we have to obtain news as to what this
commission is doing from London dispatches. I quote one pub-

lished yesterday:

Loxpox, Jan 15~Premler A, Bonar Law instructed Chancellor
of the Exchequmtanle:r Baldwin, who is now in Washington headin
the British Debt Funding Commission, to insist upon a further intere
rate reduction. He suggests that the United States would consent to
8 per cent upon the $4,277,000,000 owing to the United Btates. The
premier approves payment of the debt with bonds,

It is quite remarkable, Mr. President, that the only tangible
information that has been given as to the settlement of the
British debts comes from London. I am glad to know that our
British brethren are willing to take their people into their con-
fidence to some extent, at least, and I believe the American com-
missioners would succeed better if they were to take the Ameri-
can people into their confidence and tell what is going on.
Secrecy in the conduct of governmental affairs never has made
for success.

I want to call further attention to the fact that in the news-
paper accounts of the negotiations between the two debt funding
commissions there is almost invariably a long explanation as to
Great Britain's large debt, as to Great Britain's large loans to
other countries, as to Great Britain's large tax rates, the fact
that Great Britain bought American goods with the money, and
every concelvable argument which would aid Great Britain in
securing an advantage in the parley. The American case is
never stated. I am going very briefly to outline the American
gide of the controversy.

First. America loaned this money at a time when Great
Britain needed it most, and she loaned it without stint.

Second. Under the terms of the act of Congress under which
she loaned it, she loaned it upon the best and lowest terms
upon which any nation during a war ever borrowed money.

Third. Insiead of the fact that she bought American goods
with the money, or with the most of it, being a reason why she
sghould be dealt with more leniently, it is a fact that ought to
be the strongest reason why sbe should pay under the terms
of the act which she borrowed. The goods that she bought in
America were infinltely more vital and valuable to her than all
the money of the world at that time. She had to have the
supplies. These supplies—not the money—saved her govern-
ment.

Fourth, Bhe borrowed the money under the act of Congress,
and she ought to come forward and pay under the terms upon
which she borrowed. She knew the act of Congress and its
terms before she accepted the money. '

Fifth. The American commission seems to be glving great
weight to Great Britain's tax rate. They should not lose sight
of the American tax rate, which is the highest in its history.

Sixth. Counting cash and bonds, the war cost America prac-
tically as much as it cost Great Britain,

Seventh. Great Britain, as the result of the war, received a
vast empire in territory and some 40,000,000 additionrl people,
and has the promise of large reparations. The United States
received nothing as the resulf of the war,

Eighth. Since the war Great Britain has found no difficulty
in financing purchases of oil in various parts of the world.
Her investments in this matter alone amount to hundreds of
millions of dollars; and in many of these acquisitions of oil
property it is stated on the best of authority that she has ex-
cluded America and Americans.

Ninth. She has found no trouble in finding money to lend to
foreign countries where it was thought helpful to her trade
and commerce, In dolng this, of course, she comes directly in
competition with American shipping interests.

Tenth. She is maintaining the most expensive navy in the
world, and a very large army.

Under these circumstances, which I am sure will be admitted
by everyone, it seems to me that our Debt Funding Commis-
gion, our American newspapers, and the American people would
do well to be considering America’s side of the gquestion rather
than laying too much stress upon Great Britain's inability to
pay us what is right and reasonable.

Mr. President, in submitting these views I again wish to say
that I am not submitting them in a spirit of hostility to Great
Britain, If Great Britain wants a longer time for these bonds |
to run than the 25 years, as provided in the original act, T for
one have no objection to giving her a longer time; but in so far
as the rate of interest is concerned, fixed by the last act of
Congress at 4} per cent, that should be satisfactory to our
British friends. It is just about the fate at which we borrowed
the money from the American people to lend te Great Britain.
The rate fixed should certainly not be less than the rate at
which we borrowed. If it should be, then we will be unfair
and unjost to the American taxpayers.

In every transaction that we had with Great Britain during
the war, she put it upon a business basis. She charged us for
everything done for us in the war, and we have paid in full,
Now Great Britain should pay what is right—nothing more and,
nothing less. Her representatives here are no doubt splendid
business men, and they are making the best trade they can.
There Is no sentiment whatever in their handling of the matter,
Our representatives should look at it in the same businesslike
way; and our newspapers, if they desire to submit the British
view, as they so frequently do, should be fair enough to the
American people to submit the American view also. Of course,
we should be absolutely fair to our British friends, and in the
same way we should be fair and just to the American people,
who lent them this money at the most critical period of their
Nation’s history.

Mr. President, in this connection I ask unanimons consent
to have printed in the Recorp in B-point type an article hy
Garet Garrett, which is the same article that was printed in the
Saturday Evening Post of November 25, 1922. I thipk it is one
of the most excellent statements of the American position that
I have seen ; it presents facts that ean not be controverted, and
I believe it will be intensely interesting to every,Senator. I
hope every SBenator here will just spare about 10 minutes to-
morrow to read it, and thus obtain a sensible presentation of
the American view. The British propaganda has received such
wide publicity in this country, and the real,facts have heen
so carefully concealed, that our public has a false notion about
these debts. After giving her 5 per cent obligations for this
debt, as she has already done, and which are now in the hands
of the American Government, Great Britain should be gratified
to accept the rate of interest fixed in the pending act, namely,
43 per cent. In passing this act America has voluntarily
reduced the agreed rate three-fourths of 1 per cent, and surely
after this generous treatment Great Britain should not ask
mofe. We hold her 5 per cent obligations now. We are
generous in voluntarily reducing the rate. Great Britain has
not offered to reduce any obligation which we owed her, She
insisted that we pay in full, and we paid in full During the
war she constantly sought to charge us more for goods bought
of her than she charged her own citizens. We do not see the
American view in our papers, but they constantly print
propaganda evidently coming from British sources. Why not
consider for a few moments the American view? I urge Sen-
ators to read this article, and I also want to commend it to
the careful reading of the American Debt Funding Commis-
sion. If they could be induced to consider even for a moment
the American side of the controversy I am sure they would
secure a more acceptable seftlement.

I ask unanimous consent to have the article printed in the
RECORD, 85 a part of my remarks, in 8-point type.

rdT;:t;dPRESIDING OFFICER,. -Without objection, it is so
0 i

The article referred to is as follows:

[Reprinted from the Baturday Evening Post of November 25, 1922.]

NoTES ON THE WAR DEBTS, WITH SoME COMMBENT ON THE BALFOUR

(By Garet Garrett.)

Things as things and the unremembered clrcumstances—a
time would come to speak of them.

Tll:e war cost the United States a little more than $1,500.000
an hour. >

After the associate hand of America went in, it lasted 14,000
hours more and cost all of the European Allies combined, out
of thelr own resources, a little less than $2,750,000 an hour.

Besides our own direct contribution of more than $1,500,000
an hour, we loaned to the allied Governments nearly $750,000
an hour, and loans now constitute the European war debt
to this country. Direct advances of Liberty loan dollars from
the United States Treasury amounted to $9,500,000,000. Then
when hostilities had ceased, France, Great Britain, Italy, Del-
gium, and others took over from us, on credit, docks, buildings,
plants, railroads, machinery, and vast stores of food and other
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gupplies, This wholesale bargain sale of our things on their
goil inereased the debt to more than $10,000,000,000. Loans for
relief and unpa’d interest have slowly increased it since, until
now it stands between $10,500,000,000 and $11,000,000,000.

Until the war Europe was creditor to the whole world, draw-
ing billions of interest annually from distant countries, includ-
ing at least $500,000,000 a year from the United States. Now
for the first time it owes, and from thinking of this debt of,
say, $11,000,000,000 to the United States it has developed a kind
of debtor's hysteria. Although it has not paid a dollar of prin-
cipal and only a very little of the interest, it complains that the
debt is crushing it and asks to be forgiven. It owes itself so
much on account of the war that it can not pay. Or it can not
pay us until Germany pays, and it seems impossible to make
Germany pay.

LOED BALPOUR'S NOTH,

Great Britain's position is peculiar. Her own war losses not-
withstanding, she is still a great creditor nation, with invest-
ments seattered all about the world. Therefore, she is obliged
to hold for the sanctity of debts between nations. She can not
afford to talk or advoeate repudiation. Always, she has said
she would and could pay her debt to the United States, Yet,
steadily, since the armistice, cancellation of war debts has been
powerfully and adroitly urged.

First it was urged on the ground that otherwise the Allies
would be obliged to consume Germany ; then on the ground that
they could not counsume Germany if they would; and again on
the plea that it would be very good business for us.

For four years Great Britain had been moving ceaselessly by
indirection to bring about a general cancellation of inter-ally
debts, meanwhile failing to enter into any arrangement that
looked to'the payment of either prinecipal or interest, and at last
Congress called by law for action. Thereupon, Lord Balfour,
Acting Secretary for Foreign Affalrs, addressed to Great Brit-
ain's European allies, all of them America’s debtors, a note on
the subject of the debts. In this note he said that for the good
of mankind and to mitigate the economic evils from which the
world is suffering the Government of Great Britain thought of
performing an act of unparalleled generosity. That would be to
cancel, forgive, utterly wipe out all the war debts owing to it by
its allies, and also to forego any share whatever in the German
indemnity, to the one colossal aggregate sum of £3,400,000,000.
But, alas, it was impossible for the Government of Great Britain
to obey this impulse. Why? Because the American Government
would not enter into the British Government's spirit of gen-
erosity ; because the American Government would not forgive
about a quarter of this sum, say, £850,000,000, owing to it from
the Government of Great Britain, And while, “ To generous
minds it ¢an never be agreeable, although for reasons of state
it may perhaps be necessary, to regard the monetary aspect of
this great event as a thing apart, to be torn from its historical
setting and treated as no more than ordinary commercial deal-
ing between traders who borrow and capitalists who lend,”
nevertheless, the British Government, because the Americans
insisted on being paid, was distastefully and regretfully con-
strained to call upon France, Italy, and the others to pay on
their war debts to the British Treasury at least enough to
enable the British Treasury to pay in full its debt to the
United States.

UNCLE SBAM CARTOONED ABROAD!

Thus Mr. Balfour in his letter subtly though fairly definitely
accused the American people of tearing the war debts apart
from their historical setting in'order to treat them in the self-
ish, ungenerous spirit of traders.

In Burope the effect of this upon public opinion was profound,
The whole Old World press has since been filled with cartoons
representing the United States to be the Shylock of the world.
This picture has been endlessly reproduced in words of com-
ment, even in newspapers, reviews, and magazines of high
repute, all taking Lord Balfour's distinguished word for an
exact statement of the case. The London Economist, a journal
of financial opinion far above the drift of mob emotions, the
most influential publication of its kind in England—the London
Economist of all papers—printed a‘communieation from * Por-
tia,” who said that for the United States to demand payment
from Great Britain was to lay a tribute upon those who saved
Kansas and Kentucky from the German peril, adding, * Even
the terrible law courts of the Middle Ages refused to sanction
removal of the merchant's flesh when it was pointed out that
his lifeblood would follow.” Even those of Lord Balfour's
critics who said that to have written his letter when and as he
did was a political blunder almost invariably have made it
worse by adding: * Nevertheless, the truth is there. 'Tis
Shylock again, demanding his pound of flesh, We shall have to
pay what's in the bond.

Americans were shocked. For several days they went about
saying to each other, “ Can it be true? Are we like that?"”

We do not carry figures in our heads. We had forgotten
them. We had forgotten the terms and conditions. In fact,
as people, we had been thinking very liitle about our war loans
to Europe, Among a thousand of us taken unawares there
would have been, perhaps, not one who could have said how
much they were or for what they were made exactly, except to
help win the war, and certalnly not one who would have had
any positive notion as to how they ought to be settled. But to
the fmputation that our way with them was that of traders
we could not be indifferent. We said: “ No; we are not like
that. In our hearts we know it. Let us look at the record.”

The record is of prodigious extent, net at all readable, and
few people have ever been seriously interested In it, merely
taking right consummations for granted. No one person has
yet read the whele of it. Perhaps the British have never read
it at all. - Or it may be that the truth, like a giraffe in one's
back yard, is so astonishingly palpable that one who wishes it
were not so may see and disbelieve.

In the first place, when Great Britain says she is willing to
forgive war debts of £3,400,000,000—say $17,000,000,000—while
the United States is unwilling to forgive only about a quar-
ter of that sum, say, £850,000,000—%4,250,000,000—the arith-
metie is misleading.

In that sum of $17,000,000,000 of war debts due to Great
Britain, which she would forgive, is included $7,250,000,000 of
German indemnity, which now is admitted to be uncollectible.

The American Government has no clalm upon German in-
demnities. It does not participate. Thus the figure of Great
Britain’s generosity is swelled with a claim against Germany
for $7,250,000 000, in contrast with which the American Govern-
ment has no such claim to be either enforced or forgiven, for
the specific reason that it never made one and left the Allies
free to take for themselves first whatever they could get from
Germany.

THE NBT FIGURES OF FORGIVENESS,

If we deduct Great Britain's claim upon Germany, the actual *
amount of debt she is willing to forgive becomes $9,750,000,000.
On the other hand, in the event of an all-around cancellation
of war debts, the amount the United States would have to for-
give would be $10,500,000,000, for, of course, we could not for-
give Great Britain $4,250,000,000 and collect from all our other
debtors. We should have to forgive everybody. Moreover, in
the event of an all-around cancellation, Great Britain would
both forgive and be forgiven, whereas the United States could
only forgive. Great Britain would forgive £9,750 000,000 owing
to her and at the same time be forgiven $4,250,000 000 owing by
her to the United States. The case would then be:

Great Britain forgives___ $9, 750, 000, DOD
Great Britain 1s forgivem____________.________ 4, 250, 000, 000
Netr Bittiah  speeifige s 1 ot W8 oo 2 Ul o s 5, 500, 000, 000
The United States would forgive and sacrifice_ .- 10, 500, 000, 000

Thus we, the traders, would lose $5,000,000,000 more than
Great Britain.

Now, let us go straight to the heart of the matter.
only two questions, namely:

1. Should Europe's war debt to the United States Govern-
ment be pald as a matter of right?

2. Can it be paid as a matter of fact? :

The first gquestion has two aspects—a legal aspect and a
moral aspect; and since the legal aspect is not final, let us now
dispose of it.

Read first the face of one of those bits of I O U paper which
the allied Governments left at the United States Treasury to
represent the value of the things they borrowed from America
during and after the war. It is understood that we speak of
things. What we loaned was not money but things, such as
food, steel, munitions, and cotton. As the allied Governments
bought these things from the American farmers and manufac-
turers they got dollars from the United States Treasury to pay
for them, and for those dollars they gave their I O U’s, called
certificates of indebtedness, which were temporary, identical
for all borrowers, and recited an obligation as follows:

This certificate will be converted by the Government of the * * *
(United Kingdom of Great Britain) * * * if requested by the
Secretary of the Treasury of the United States of America, at par, with
an adjustment of accrued interest into an equal par amount of G per
cent gold bonds * * * conforming to the acts of Congress,

It was as if a man in desperate haste came to a bank where
he was known, saying: “I need some money out of the till—
quick! My life is in jeopardy for want of it. I haven't time
now to do more than write you an I O U, Later, whenever you
say, I'll come in and make it regular by giving you a long-
term promissory note.”

There are
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Well, in that way, on their simple I O U’s, the United States
Government loaned Great Britain, France, Italy, and the other
allied countries billions of dollars, which were the proceeds of
our Liberty bonds; and the allied eountries spent those billions
of dollars for the food, the steel, the munitions, the cotton, and
the like they required in order to continue their part in the
war, while at the same time we were producing and requiring
enormous quantities of the same things in order to do our part.
We put $22,000,000,000 worth of things into the war on our
own account, besides what we loaned in that way to the Allies.

The war was won, and there came the Peace Conference,

Almost the first cencrete matter with which President Wilson
was confronted at Paris was a proposal from Great Britain
to cancel all interally war debts by an act of fantasy. What
Mr. Lloyd-George proposed was that there should issue a great
quantity of German bonds to be divided among the Allies and
the United States; with those bonds the Allies would pay off
their debts to each other and to the United States, and the slate
ghould be clean. Cancellation of the interally debts at that
time with German bonds would have come precisely to the same
thing as now to cancel those same debts with air and gestures
and was open to the same notable objection, namely, that the
United States would sacrifice much more than any other coun-
try—$5,000,000,000 more than Great Britain—to the happy
solution.

That was the formal beginning of an agitation that has con-
tinned up to this time. It has been a most consistent agita-
tion, with one end steadily in view—an all-around cancellation
of debts.

But before that, on December 4, 1918, less than a month after
the armistice, we find in the record a cable message from Oscar
T. Crosby, Assistant Secretary of the Treasury, to the Secre-
tary of the Treasury in Washington, saying:

Chaneellor (meaning the Chaneellor of the British Exchequer) revived
BN n made before of bility of cancellation of all loans
n;ta e by one associnted government to any other for the conduct of
the war.

And on the next day came a message from Norman H. Davis,
special United States commissioner of finance in Europe, to
the United States Treasury, saying:

As I have eady advised you, the British treasury has notified the
French and Italian treasuries that they are throungh making advances to
them. They have either done this in order to force them on
?oljticn‘l reasons to force their opinions at the Peace Conference.

¢ ® The British treasury attitude regarding relief has changed
considerably. In discussing the question of relief to Belgium and Ser|
Keynes told me substantially that be had changed from his original
idea of dividing the filnanecial assistance into three 8, because in
view of the fact that they have advanced considera more than we
have to these countries we should be willing to flnance practically all
of the relief. I told him we might be willing to finance the relief,
* * & But it would not be because they had advanced more or less
to these countries than we have; nor should we take the position that
the war should be continued for a year or two in order to enahle us
to loan as much to other governments as the British had loaned them.

CONTINUING CANCELLATION TALE.

And after this, after Great Britain had begun to move for
the cancellation of all debts, after December 4, 1918, we ad-
vanced $500,000,000 more to Great Britain alone.

At Paris President Wilson was interested in German bonds
just as much as the American people were Interested in Ger-
man indemnities or spoils or division or the arithmetic of vie-
tory, which was not at all. He said no.

His saying no did not stop the agitation for a cancellation of
the debts. It continued at the Peace Conference, in conversa-
tions among the allied premiers, in private interviews, and in
propaganda to the press. The record is full of it. On March
8, 1919, the American Treasury formally notified the French
of its surprise, in view of their still receiving money from the
American Treasury, that at a meeting of the financlal drafting
committee appointed by the executive council of 10 at the Peace
Conference, one of the allled governments having proposed as a
financial guestion affecting peace the reapportionment and con-
solidation of war debis, the proposal was strongly supported
by the French representative, M. Klotz. The French replied
March 18, 1919, that it was the Italians who had ralsed that
question; all the French did was to ask that it should not be
digcarded a priorl

After that the American Treasury advanced $750,000,000
more to France and nearly $250,000,000 more to Italy.

Reflecting upon the spectacle of the American Treasury can-
tinuing to advance hundreds of millions of dollars, without
security, to foreign governments which at the same time are
debating a cancellation of those very loans! When did a Shy-
lock lend money in that manner?

More than a year elapsed. Then Mr. Albert Rathbone, As-
gistant Secretary of the Treasury, was sent to Europe to ask
our debtors to make their I O U's into regular loans, This you
might think would be a purely formal consummation, seeing

that all the borrowing governments alike were pledged in writ-
ing on the face of the paper to do this thing on request. The
record speaks.

On February 2, 1920, there is a memorandum from Norman
Davis, then Assistant Secretary of State, to President Wilson,

As you are aware, efforts beginning with the peace negotiations were
made to bring about a cancellation of our debts against the allied gov-
ernments, but the question was not presented In such a definite way
as to require us to take any formal action. Much to the surprise of
the Treasury, in connection” with negotiations which have been under
way with- the British treasury regar ug the funding of short-time obli-
gations of the allied governments, the guestion has been formally
raised b gt?seo iB;idalg trcﬂsug& lmttgl 1(1‘: a mﬁmlmftml:io%‘. tcti‘l!r. Rath-

a message from the Chancellor of the Ex uer sent
through the British Embassy, in which, among other questions, the
chancellor, in effect, invites the American Treasury to a consideration
of a general cancellation of all intergovernmental debts. * = =
While the Allies have never bluntly so stated, their policy seems to be
to make Germany indemnify them for having started the war and to
make us indemnify them for not having entered the war sooner,

To these suggestions from the British Chancellor of the
Ext;htla;]uer the Secretary of the United States Treasury replied
as follows:

As to the general eancellation of intergovernmenta]l war debts sug-
gested by you any proposal or movement of such character would, I am

eonfident, serve ne useful On the contrary, it would, I fear,
mislead the people of the gebtor countries and n.ro'?se hopes us’e diﬂap:
tment of which could only bave g harmful effect. * * ® The

nited States has shown Its desire to assist Eurcpe. Since the armi-
stice this Government has extended to foreign governments financial
assistance to the extent of a.pproximntelngLOOO.Dw.Dm. Their pesd
now is for private credits. L N Nation has nelther sought
nor received substantial benefits from the war. On the other hand, the
Allies, altho having suffered greatly in loss of lives and property
have under the terms of the treaty of peace nnd otherwise acquired
very considerable accessions of territories, populations, economie and
other advantages. It would, therefore, seem that if a full account were
taken of these and of the whole situation there would be no desire nor
trmihngn}:;. call upon the Government of this country for further con-

" KNEGOTIATIONS POSTPONED.

‘Well, after that there was nothing for it but to abandon the
proposed cancellation plan and perform the obligation expressed
on the face of the I O U or to refrain from doing so.

In May, 1920, the papers were all ready to be signed, and Mr.
Rathbone was on his way from Paris to London to take the
British signature, when suddenly he was notified by the British
Chancellor of the Exchequer that he need not come. Negotia-
tions were off. It appeared that it had been decided that the
general situation must be further explored and Mr, Lloyd-
George would write to President Wilson about it.

Mr. Lloyd-George did write to President Wilson about it but
not until the following August. He expressed regret for the
delay, saying: “I come now to the other guestion I wish to
write to you about, and that is the knotty problem of infer-
ally indebtedness. Indeed, I had promised Mr. Rathbone long
ago that I would write to you about it, but I have had to put it
off for one reason and another until now.”

The British and French Governments, he went on to say, had
been trying to fix the German indemnity at a reasonable sum,
but the French could accept nothing less than all they had hoped
for under the treaty, unless Great Britain would forgive them
their debt to the British treasury, and this Great Dritain could
not consider except as part and parcel of an all-around settle-
ment of interally indebtedness. He added: “I recognize that in
the midst of a presidential election it is impossible for the
United States to deal with this question in a practical manner;
but I should very much welcome any advice which you might
feel yourself able to give me.”

To this President Wilson replied: “The United States Gov-
ernment fails to perceive the logic in a suggestion in effect
either that the United States shall pay part of Germany’s rep-
aration obligation or that it shall make a gratuity to the allied
governments to induce them to fix such obligation at an amount
within Germany's capacity to pay.”

A TARDY PROPOSAL.

All that has happened since has been monotonous. The cam-
paign for a general forgiveness of debts has continued without
cease and has culminated in the suggestion that the American
people are treating the debts in the manner of traders who will
have their due, though it ruins Europe.

This brings us to the moral and controlling aspect of the
guestion: Should Europe's indebtedness be paid as a matter of
right?

It is bound to be admitted that eancellation may be morally
urged upon one ground only—that is, upon the ground that the
war was a common enterprise in defense of civilization, where-
fore no money account should have been kept at all, and no
defender should charge another for things contributed.

Americans understand that view romantically. They might
have accepted it, indeed, if it had been presented at the time, or
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at any time before the war was won and the money account that
had been kept of things contributed was as it is.

The amazing fact is that neither Great Britain nor any other
allied government in Europe is proposing even now to take that
view of the case actually. What is proposed only is that Amer-
ica shall uncharge Europe for the things Europe borrowed in
the United States. It has never once been suggested that
Europe should uncharge America for the things America bought
and paid for in Burepe during the war for the war.

While Great Britain, France, Italy, and the other Allles were
giving us_their I O U's for the war things they got in the United
States, we paid at once for all the things we got in Europe.
The difference between giving one’'s I O U for things as others
‘gave us theirs and paying for things as we paid them is the dif-
ference between plus and minus. For example, there is an
extra pair of shoes in England. General Pershing wants that
pair of shoes for his Army and buys it because that will be a
little quicker than to get it from home, Now, if he gives Eng-
land an I O U for that pair of shoes it s just a matter of one
pair of shoes some time to be settled for and nothing more.
Instead he pays at once with an order on the United States
Treasury for so many dollars, Britain spends those dollars in
the United States for another pair of shoes and then there are
two pairs of shoes for the soldiers in France.

Thus America’s expenditures for war things in Europe gave
Europe more dollars to spend for war things in the United
States and increased the means to victory; and the aggregate
of these expenditures was enormous—;four or five billion dollars.

If now America's debtors, the allied countries, were proposing
really to treat the war 4s a common cause in the faith of man-
kind, wherein no one should have been charged for the things
consumed, they would be obliged to say: * Uncharge us for the
war things we got on credit in the United States and we will
uncharge Amerlca for the corresponding things it bought and
paid for in Europe.” Nobedy says that. Why not? Why, for a
very obvious reason. If you uncharge a nation for things that
were bought on credit you simply tear up its I O U’s. But if
you uncharge a nation for things that have been actually paid
for you have to return either the money or the equivalent in
things. That is precisely what Europe has not been prepared
to do.

There is no thought of uneharging all around. There is no
thought of uncharging America. There is only the idea of can-
cellation all around, which would mean to uncharge the allied
countries for what they borrowed in this country, enable them to
forgive Germany and leave the United States holding the bag.

So far one discovers no shape to the idea, beautiful and ro-
mantie in itself, that to a common purpose all things were in
common and not chargeable to one another.

Did this idea ever exist? .

During the war we did not encounter it.

id it exist when we were charged rentals and port taxes and
rail mileage for our cars and locomotives and damages for the
roads we bnilt in France? It was all right. We paid and were
good friends still. But we were charged and we did pay and
we hear no suggestion that we should not have been charged or
should not have paid or ought now to be uncharged.

1d the idea exist when the British charged us $90,000,000 for
transporting 1,000,000 of our troops to France? That was all
right, too. We do not owe for the service. We have paid.

THE JUTE AND BILVER EPISODE.

Clearly it did not exist when onr War Industries Board was
struggling with the British ministry of munitions and could not
by persuasion fully open its eyes to see how unfair it was that
we should be charged trade prices for the war things we bought
in the British Empire while Great Britain on its purchases
in the United States received full benefit of war-control prices.

The American Government had created price-fixing agencies,
and these agencles not only determined the prices to be paid
by the American Government to its own people for the things
of war but those same prices applied also to the purchases of
allied countries. These allied countries were charged exactly
what the American Government pald for food, raw materials,
and manufactures.

In the same way the British Government fixed prices for itself
in its own country and throughout its empire, but those prices
did not apply to American purchases in the British Empire. We
were charged more. Our War Industries Board sent a mission
to Great Britain to deal with these matters. On page 84 of its
report we read:

The mission bad an important struggle with the British Government
on the guestion of jute. All the jute of the world comes from India,
and the British Government ur that it could not control the price,
because it was an affair of the Indian Government. The misslon

nted out that our Government was su[ggiui gilver to the Indian
overnment through the mediation of the tish treasury, and that if

the Pritish Government conld not'exercise control in India our Govern-
ment might find it n to withdraw from the arrangement of
suppl&ing sllver, and by thus causing a depreciation of Indian eurrency
buy the jute at reasonable prices.

There is a story by itself—a story of silver and jute and
deviltry. German propagandists started a rumor in India that
the Indian Government could not on demand redeem those mil-
lions of paper rupees which the people of India had been taught
to believe were as good as silver, beeause the silver was always
there and they could get it when they wanted it. And the
rumor was true! The Indian Government had let its silver
hoard rim down. The Indian people began to present thelr
paper rupees and demand silver, and the Indian Government
was embarrassed. It could get gold, but gold would not go.
The people demanded sllver, and if they did not get it their
faith in Great Britain would be ruined. It was a very serious
matter. Revolution might be the least of its consequences.

Jute comes from India and nowhere else, and jute was an
essential war material. At that moment the only available sup-
ply of silver in the world was a pile of two hundred-odd mil-
lion silver dollars in the basement of the United States Treas-
ury, sacredly pledged to redeem an equal amount of silver
certificates passing from hand to hand as currency in the coun-
try. Great Britain appealed to America. What was to be done?
A conference was held. Leaders of Congress undertook to pass,
and did pass, a law that no one could understand who did
not have the secret, authorizing the Treasury to melt those silver
dollars and lend them to Great Britain. Thus a calamity was
averted, : .

But while we were melting a portion of those $200,000,000
and lending the silver to Great Britain, who made It into rupees
and sent it out to India—it took some time—while we were
doing that the War Industries Board came to an impasse with
the British Government over the price of jute. We had to buy
our jute in the English market because there was nowhere else
to buy it, and the price we were charged for it was very much
more than the price at which the British Government bought
its own military supply of the same material. The War In-
dustries Board insisted that the American Government should
be permitted to buy jute at the British Government’s military
price because the British and all the allled countries were per-
mitted to get anything they wanted in the United States at the
American Government’s military price.

The British Government was very sorry. But that was a
matter for the Indian parlHament to deal with, and the Indian
parliament was deaf and independent. At last the War Indus-
tries Board, backed by the whole United States Government, in
substance said:

All right. No more silver dollars to be melted up for rupees. Then
we shall see what happens to the price of jute.

At that the British Government discovered in the Indian par-
liament a very acute and hitherto unsuspected sense of hearing,
and within 48 hours the American Government was able to buy
jute at a fair price.

So it was, to some extent, with wool, of which the British
Government got a tight monopoly at the beginning of the war
by taking the whole Australian and New Zealand clip at a
low price on a yearly basis; and with tin, which is a natural
British monopoly; and with practically everything else we
bought in Great Britain or the British Empire.

THE 10 PER CENT SUERCHARGE,

It came to an episode with the British in wool. The excuse
for charging the United States more than Great Britain paid
for the wool was that America had no original risk in the
monopoly. That seemed a far point. However, we went on
from there, and the American Army contracted with the Brit-
ish for a large guantity at the trade price. It was left to the
War Industries Board to arrange transportation and other
details. It sent two American ships to Australia for the
wool, and they were there waiting when the foreign mission
of the War Industries Board in London was suddenly asked
to sign a contract to pay, above the purchase price, an addi-
tional 10 per cent for overhead and administrative expenses.
The War Industries Board refused to be charged that extra
10 per cent., Whereupon it received an ultimatum. Unless it
signed the contract the American vessels waiting in an Austra-
lian port, within the British Empire, would not be permitted
to ship the wool.

The War Industries Board said: “ We have got to have the
wool. Maybe we will sign that contract to get it. But if we do
10 per cent will be added to everything you buy in the United
States.” That brought about a change in the British attitude.

After the war the United States sent a liquidating commis-
sion to square the books. Among the unexpected claims pre-
sented by Great Britain against America were what came to
be known as hidden costs, proposed to be charged in addition
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to the prices already paid. On page 568 of the commission's

report we read:

An example of such indirect charges was an Item covering bonuses
paid by the British Government to manufacturers of silica brick for
the purpose of stimuiatinf their production, that the brick might
be used in the bullding of furnaces for the production of steel for
the manufacture of shells, some of which were sold to America. The
comnrission pointed out how impractieable it would be for each Gov-
ernment to trace every remote and indirect element of cost which
had entered into the production of materials furnished to the other.
Attentlon was called to the fact that, under the principle whic
Great Britain was seeking to agply here, she might ask Amcrica to
participate in the subsidy which she had paid on the bread which
the workers in her steel mills had eaten.

Other incidents passed unmentioned. Before America got
into the war allied vessels were exempt from port taxes in
French harbors. After we got in the rule was changed. Our
vessels were taxed in French ports.

We paid. We could afford to. We were not thinking of it
in those terms at the time. It seems now very lucky that we
had a War Industries Board that knew how to play this thorny
game of trade, for otherwise our expenditures abroad for war
things would have been perhaps $1,000,000,000 more.

The view changes. It is the record still.

What were the things—the things the allied governments
bought in the United States with dollars borrowed from the
American Treasury on their I O U's? They fall into several
classes, to wit:

1. Things like food, cotton, and munitions directly consumed for
military purposes.

IL 'lyhlrlgs, especinlly food, bought on credit in the United States
by the allied governments and resold by them in their own coun-
tries for civil consumption,

1II. Things such as steel, cotton, and other raw materials bought
on credit in the United States by the allled governments and resold
by them in their own countries to private manufucturers for the
pnrgose of sustaining trade.

1V. Things of all kinds bought in the United States on private
credit before the American people entered the war and afferwards
paid for with dollars borrowed from the United States Treasury.

V. Things, both food and industrial commodities, bougat on credit
in the Unifed States after the armistice for purposes of postwar
relief and reconstruction,

That these different classes of things require different sym-
bols is obvious.

GOODS FOR CIVIL ISSUE.

If there had ever been the idea that everybody’'s war things
were in common, or if that idea now existed, =0 as to include
their things as well as ours, and if in the fulfillment of that
idea we were happily uncharging one another all around, then,
of course, those things of the class first mentioned that were
directly consumed in military uses would have to be charged
off.

In'the same way those things of the class next mentioned—
food and other vital supplies taken from us on credit and
resold for ecivil consumption—those also would have to be
charged off. Civil welfare was essential to victory.

But when we come to class No. I1I—to the steel, cotton, and
other goods and materials bought on credit in the United
States by the allied governments and rescld to private manu-
facturers for the purpose, so far as possible, of sustaining
trade as usual—perplexities begin.

The effort to continne business as usual in England during
the war was heroie. British Government and British business
were almost as one. That was quite right. The survival of
British trade was a matter of vital importance. Only that is
not the point.

The Government of Great Britain took arbitrary control of
essential raw materials as a military measure, and in its wis-
dom divided them Dbetween the uses of trade and the uses
of war. Then when the United States came into the war pri-
vate purchases for British trade ceased in the American mar-
ket. The British Government did the buying for both mili-
tary and trade necessities with dollars borrowed from -the
Tnited States Treasury; and then there were two prices and
two uses for the same things in Great Britain. There was
one price for a thing resold by the British Government for
military issue and a higher price for that same thing when
resold for civil issue.

Things bought in the United States with borrowed dollars
were resold in Great Britain for both military issue and eivil
issue.: In what proportion we do not know. We conld never
find out.

We do know as to certain great groups of things, such as
food products and cereals, that if the entire British Army had
been sustained exclusively from what was bought in the United
States less than half the total would be accounted for. The
other half, therefore, was resold by the Government for civil
issue. That applies only to food.

As to raw materials, such as cotton and steel, we ecan not
guess in what proportions they were divided between military
purposes and civil issue. The reason we can not guess is that
the British Government lumped the figures and we accepted
them. For example, in reporting to the United States Govern-
ment how it had been spending the borrowed dollars it put in
one item, as follows: " Exchange and cotton purchases,
$1,682,419,875.31."

What did that mean? More than $1,500,000,000 for cotton
and exchange! That item alone is more than the national debt
of the United States before the war.

Well, the cotton means cotton, though how much cotton nobody
knows; and the rest, maybe $1,000,000,000, represents things
bought all over the world with pounds sterling—that is to say,
with English money—and the dollars borrowed from the
United States Treasury were used in the international ex-
change market to buy pounds sterling, the point of this being
to keep business doing as usual in English money, which had
been the paramount money of the world, and then to support
the wvalue and prestige of that money with borrowed dollars.
Instead of purchasing American cotton at New York with
American dollars the British Government bought American
cotton at Liverpool with English money and then used dollars
to redeem its own money at a fixed price in the international
exchange market. But for this sagacity on the part of British
finance the pound sterling would have declined in prestige and
the dollar instead might have become the paramount money of
the world, After the war, when dollars with which to sup-
port the pound sterling were no longer forthcoming, the ex-
change value of English money suffered a great fall.

To what extent the pound sterling, while sustained in value
with borrowed dollars, was employed to buy things in other
markets which were then resold to British trade we can not
tell. We knew all the time, however, that materials bought on
credit in the United States were replacing materials consumed
in British trade. Our War Industries Board was continually
vexed at the procedure of taking steel away from private in-
dustry in the United States while British steel makers. our
competitors, continued to export steel products from Great
Britain for profit.

These things are cited for illustration. What they illustrate
is how impossible it is for us now to imagine that the war-
time transactions between the United States and the Allies
were governed by the sentimental idea of all things in common,

EARLY LOANS REFUNDED.

In the fourth class we spoke of things of all kinds—food,
cotton, steel, and munitions—first bought in the United States
on private credit before the American people entered the war
and then afterwards settled for with dollars borrowed from
the American Treasury. That is an interesting item. It ap-
pears in the record as *“ Maturities, $648.246,316.94,” of which
more than half ,was for Great Britain and nearly all the rest
for France. It is thus explained:

In 1918 certain loans fell due that Great Britain had floated
in Wall Street through J. P. Morgan & Co, before we got
into the war, These were what are known as secured loans—
that is, valuable British securities were pledged thereunder.
It was thought better to pay them off than to renew them,
because to renew them might hurt British credit and also con-
flict with the sale of Liberty bonds. The easiest way to pay
them off, perhaps the only way, was to do it with dollars bor-
rowed from the United States Treasury. That was all right
again. Yet the fact stands out that the proceeds of Liberty
bonds to the amount of more than a third of a billion dol-
lars were loaned to pay off debts contracted by Great Britain
with private bankers before this country had put itself into
the war. And this now is a part of that debt owing by Great
Britain to the American Government which we are urged to
forgive. The securities pledged under: those private loans were
not received by the American Government. s

In the same way French loans amounting to more than a
quarter of a billion dollars, floated in Wall Street through pri-
vate bankers before this country entered the war, matured
while we were at war and were paid off with dollars borrowed
by the French Government from the United States Treasury.

So our public loans to the Allies were retroactive. More than
that, they continued for nearly two years after the end of the
war, The armistice was signed on November 11, 1918.

After the armistice, down to July 1, 1919, the United States
Treasury advanced $576,000,000 more to Great Britain.

After the armistice, down to May 11, 1920, the United States
Treasury advanced $629,789,000 more to Italy.

After the armistice, down to August 26, 1920, the United
States Treasury advanced $176,834,467 more to Belgium.
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And after the armistice, down to September 28, 1920, the
I'Unlt,ecl States Treasury advanced §1,027,427,800 more to
France. ;

The total of these postarmistice advances to Great Britain,
(France, Italy, and Belgiuin amounted to nearly $2,500,000,000.
What did they represent? Things, to be sure. But things of
what kind and for what purpose?

There is no definite accounting in this post-armistice period.
‘Hundreds of millions of dollars went to settle contracts for
‘war things that were running when hostilities suddenly ceased.
The remainder—an undetérmined amount—went for food, for
‘rellef in many forms, and for materials very urgently needed
'to make the swing from war to peace.

Directly and Indirectly a very large proportion of these
‘advances represented the loan of American things toward re-
reonstruction. France, for example, the largest after-the-war
| borrower, got enormous quantities of American foodstuffs, and
to the extent to which she was supplied with foodstuffs and
other peace materials on Amerlean credit her own resources
!were released for works of reconstroction,

All of this Is a good deal like the item received from the
| British: “ Exchange and cotton purchases, $1,682419875.31.”
|We can not break the figures up. Only the borrowers could

'do that. y A

Although- the 1 . in this respect is dim and confused,
lowing to the involved nature of the transactions, still it does
i reveal these “ traders)” in a very sirange light. Having raised
| billions from taxation and. Liberty bond sales to be advanced to
| the Allies explleitly for the purpose of tlie prosecution of the
i war, as provided by law, they strained the law and continued
{long after the armistice. long after the signing of the peace
| treaty. to make advances, without security, to Great Britain,
France, Italy, Belgium, and even to new and enemy countries,
' ostensibly for relief, but in effect to aid reconstruction.

THE DEBTH ANALTZED.

The Committee on the Julllclary of the United States Senate
,explored the record and reported:

That *“millions of *dollars of this Liberty loan money were
loaned to Great Britain after all hostilities had ceased for the
| purpose of allowing her to build up her export trade.”

“That “millions of dollars of this Liberty loan fund were
{loaned to foreign Governments and by them loaned to various
‘relief and reconstruetion organizations.”

That “money was loaned to these' various Governments so
that they could repay it to the United States as interest on
'loans already made.”

That “ millions of dollars’ worth of products purchased with
; United States money loaned to foreign Governments were sent

directly to Germany with our consent.” :

That * $48,000,000° of the American people’s Liberty loan
money were used for the purpose of sending supplies into
 Austria, which country was then our enemy."”

Nowhere in the record Is there one fleeting glimpse of an

idea existing in Europe during the war that war things were
teverybody’s in common and should not be finally charged for.

Nowhere in all the subsequent talk of cancellation of debts
is there any suggestion that the things the American Govern-
ment bought and paid for in Europe should be so regarded.
There is only the idea that the things the allied countries bor-
rowed in America should be treated as things in common.

Ameriea’s debtors have never offered to make distinctions.
They have never said: *“There were things of many kinds.
Pirst, let us set apart those things (a) which contributed. to
! the relief and reconstruction of Europe after the war, and (b)
those things which contributed to the maintenance of trade
during the war, and (c¢) those Ameriean things that we bought
on credit before the United States got into the war and after-
wards paid for withe dollars borrowed' from the United States
Treasury. We propose’that a commission: shall be appointed
to go into our accounts and trace out all those three kinds of
things in order that we may put them aside and treat them for
repayment. The remainder will be war things as such, con-
sumed directly In the common effort, and so much of our debt
as these represent we propose to you for cancellation.”

No; they have talked only of a cancellation of the whole
debt ; they have talked of this as persistently and doggedly as
during the war they resisted every suggestion that anything
we got from them should be charged against their obligations
Lto the United States, which is further proof that never did
|they regard their things in common with ours. There came a
‘time, with 2.000,000 Americans in France, when the American
,demand for francs in France was greater than the French need
iot dollars in the United States. Instead of taking the oppor-
{tunity to reduce their debt to ‘the United States the French

insisted upon charging us dollars for all the francs we needed
and having the dollars they got in exchange and didn’t need
put aside in the United States Treasury as a special credit to
be' available after the war. a

EUROPE MISINFORMED,

Since the only ground upon which the cancellatlon of war
debts may be urged morally is that all war things were in
common and not to be charged for, and since clearly that idea
never in fact existed during the war and does not now exist
except as to our things, mot theirs, the question, Should the
war debts be paid as a matter of right? is answered.

Then, shall it be supposed that Europe is willfully perverse
and fills itself with rage against Ameriea in order to rid her
conscience of a debt that can not be collected by force or
otherwise than as a moral obligation voluntarily paid?

The record, remember, I8 not a popular document. It is
written in a technical language. If Lord Balfour himself could
be so misinformed as to fall deeply into error with the sub-
jeet, how much more excusable It is for the people of Europe—
without access to the facts, with no capuacity for analyzing the
facts—to get a wrong point of view. And Lord Balfour was
misinformed on a vital peint. There is no other way of ac-
counting for his statement that:

Our liabilities were incurred’ for others, not for ourselyes. * * =
The United States insisted in substance if not in form that though
our allles were to spend the money, it was only on our security that
they (the United States) were prepared to lend it

What his countrymen did propose was that Great Britain
should act as a conduit for all American loans to the allied
cause. This arrangement the American Government declined
to consider. It insisted always upon making its Joans direct
to' the country requiring credit. On this the record 18 very
clear. In a memorandum addressed to B. P. Blackett, Esq.,
of the British treasury, from Mr. Albert Rathbone, Assistant
Seeretary of the United States Treasury, November 8, 1919,
the whole matter is summarized thus:

You will recall that the reply of the Secretary of the Treasury to
the then chancellor's communication, in which he referred to the
British treasury acting as a conduit pipe, was delivered to Lord
Rea . in the late spring or early summer of 1918, This reply re-
viewed the situation and definitely refused to make reimbursement to
Em" Government for snf of its expenditures for France within the

ritlsh Empire or for all its like expenditures for neutral purchases.

This formal statement of the B?sition of the United States Treasury
3

was in effect a restatement of position that had been taken during
the previous months, as to which represcntatives in Washington
of the British treasury had been fuily informed.

There is the hand of trade again. The advantage to Great
Britain of converting billions of dollars into pounds sterling
and spending those pounds throughout the British Empire and
over all the world on behalf of the Allies is rather obvious.
We had at least enough trade sense to see that.

There is yet that bleak other question: Can Europe's debt
to the American Government be paid as a matter of fact?

If the answer to *can” is * no,” we have only beguiled our-
selves with “should.” Shylock had done much better long.
since to write his rue upon those I O U’'s and post them back
to their makers.

But consider what this debt represents—what it represents
actually not in money but in things.

It represents a surplus of things produced in 19 months by
the labor of 100,000,000 people above their own peace needs
and war needs combined and loaned away to other people:
That is all it can represent.

What would repayment represent? Merely a return of those
things or the equivalent thereof.

Does anyone pretend to say that the 172,000,000 people of
Great Britain, France, Italy, Belgium, Rumania, Czechoslovakia,
Yugoslavia, and Greece, in 25 years, can not with their labor
produce in excess of their own peace needs a surplus of things.
equivalent to the surplus of things produced in 19 months by
100,000,000 people in excess of their own peace and war needs
combined?

It will be—has beem—sald: “ That 1s all very well; but if
we produced the things we could not sell them in the United
States. They have raised a tariff wall against us.”

The answer to that, if it needs to be answered, is that there is
all the world in which to sell things. Besides, here comes Mr.
Reginald McKenna, formerly chancellor of the British exchequer,
with an argument for the cancellation of war debts that en-
tirely disregards the tariff. In a speech before the American
bankers’ convention in New York he proposed the riddle that
a country can not afford to receive payment of a Iarge debt,
and cited the fact that with the payment of the French in-
demnity to Germany after the Franco-Prussian War Germany
suffered a depression of trade while France became more pros-
perous than ever. At this point the propaganda for cancella-
tion of the debts becomes too complex for human understand-
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ing. For if this thesis were true the way for Europe to become
fabulously prosperous and lay the United States in commerecial
rnin is to pay her debts as fast as possible.

However, it is not always absolutely necessary for one coun-
try to pay its debt to another in things. ¥ happens that our
principal debtor is able to pay out of pocket. In that same
speech Mr. McKenna said, “ England still owns sufficient foreign
securities to cover her debt to the United States two or three
times over.”

This means that the great bulk of Great Britain's foreign
investments, probably $15,000,000,000, survived the war intact.
Possibly, too, Mr. McKenna was thinking inaudibly of the fact
that since the war, with interest accumulating on their debt
to the United States Treasury, the British have made large
new investments in Germany, Austria, the Balkans, and Asia
Minor in banking, shipping, industry, and oil—oil particularly.
During the war the Government of Great Britain bought into
the Anglo-Persion Oil Co., that now, engaged in private trade,
is blotting out American competition in Egypt. This invest-
ment has recently been referred to in Parliament as comparable
to the Suez Canal :

It would be a great wrench, of course, for Great Britain to
sacrifice a third of her foreign investments in order to pay her
debt to the United States; but if she had not been able to
borrow American dollars all those foreign investments would
perhaps now belong to the late Imperial German Government.

If the allied countries did not owe us, they might be paying
the Germans.

And if the allied countries do not pay us, we shall, to all
intents and purposes, have paid the German indemnity.

REPRESENTATION OF AMERICAN LEGION ON PEACE CONFERENCES, |

Mr. BROOKHART. T desire to present a statement and pe- |
tition from the American Legion adopted at their national con- |
vention with reference to representation upon the International ‘
conference, and ask that it be printed in the Recorp.

There being no objection, the petition was ordered to bel
printed in the REcorp, as follows:

The following statement with the accompanying digest of manifesto
was presented to President Harding at 12.30 p. m. to-d%]hy H. Nelson

Jackson, of Burlington, Vt., vice president of the Inter-Allied Veterans’ |
F n:fierntfon. and R?tE.'C Y Y York, member of the national |
]
1

'ondon, of New
executive committee of the American Legion, and the executive council
of the Inter-Allied Veterans' Federation,

The digest of the manifesto summarizes the resolutions on world
peace presented by the F. I. D. A, C., and unanimously indorsed by the
American Legion at its New Orleans convention, October 19, 1922,

The President is requested, in all future interallied and international
conferences ou peace—political, economics, or armaments—participated
in by this conm{iy. to appoint a member of the American Legion, noml-
nated by the natlonal commander, gso that those who know most abont
war may have a voice in the consideration of international efforts
toward peace.

Resolutions of a2 similar nature have been presented to their own
Government by the chiefs of other veteran organizations composing
the Inter-Allied -Veterans' Federation, where they have received favor-
able recognition.

To the PRESIDENT OF THE UNITED STATES.

Mz, PresIDENT; This committee r:gresenting the American delega-
tion to the counncil of the Inter-Allied Veterans' Federation, wish to
avail themselves of this opportunity to express to you the American
Legion's and our allied comrades' appreclation for your eourtesy and
thoughtfulness in receiving the veterans representing more than 15,-
000,000 participants of the late war of eight allied nations, on the
oceasion of their recent visit to this country. As you are doubtless
aware, Mr. President, the purpose of these distinguished soldiers’ visit
to this country was ir. the interest of world peace.

May it please you, sir, if we would read a summary of the manifesto
;vhi‘;h was signed by these delegates before they return to their home-
and,

MANIFESTO.

DIGEST OF THE RESOLUTIONS ON WORLD PEACE PRESENTED BY F, 1. D. A. C.
AND UNANIMOUSLY INDORSED BY THE AMERICAN LEGION IN NATIONAL
CONVENTION ABSEMBLED.

. With an earnest desire to promote peace, tranguillity, and good will
among nations; secure the institutlons of organized soclety; preserve
the sacred principles of liberty and democracy and transmit their
blessings to posterity; and establish safeguards to prevent- the recur-
rence of war, we, the undersigned, representing the ex-service men of
the signatory countries, agree to submit and endeavor to secure the
adoption of our societies represented and through them urge upon our
respective governments the following declaration of principles:

1. That all international agreements among governments affecting
the entire people shall be open and aboveboard, with full publicity.

2. That treaties make the law between the nations. They must be
executed in good faith.

3. To oppose territorial aggrandizement,

4. To vigorously suppress within our own boundaries all persons
and propaganda seeking to overthrow by foree government existing by
will of the people.

5. That the financial policles of the Allied Governments must have
as their aim the stability of exchange and the resumption of interna-
tional commerce, and We Tec d the suspension of trade relations
with countrles maintaining armies organized for aggressive purposes.

6. In view of the distorted political reports tending to unbalance
the public mind, we recommend that there shall be established by the
F. !p D, A. C, a news-disseminating bureau with representatives in
every member country; that this agenc’y shall receive the official sane-
tion of the governments of the respective countries; that it shall eol-

lect and issue news designed to offset destructive and inflammatory
ropaganda, particularly the propaganda put out by the proponents of

Ishevism with the Intent to change other forms of government, thig
without in any way censoring or restricting the freedom of the press.

7, That an international court be established to outlaw war.

8. To proceed as rapidly as conditions permit and when the decrees
of such court become operative (except for machinery necessary to
maintain them and the minimum police forces) to entirely disarm and
ais;:fand our land, sea, and air forces and destroy the implements of

arfare.

This declaration signed by delegates representi eight allled nations,
as follows: B um, Czechoslovakia, United Stutlg of America, Frauc:.
Great Britain, Ttaly, Rumania and Serbia, Crotia-Slovenia, and soldiers'
organizations simllar to and associating with the American Legion
gnderlti:e c?ﬁasolig:'t.ioxi k:iown (a:s Fﬁalt't ﬁtz A. C, (standing for Feiera-

on Interallice 3 Anciens Com ants), with a membership of
more than 9,000,000 soldiers, ? -

his, we can assure you, is not merely a groupin
i-ﬁsult t?vt a cogunu'%gs series of conferences coverin

an 0 weeks. ere can never be a more striking spectacle than

the oceaslon of those deliberations. One witnessed these mp:n approach.
ing the peace table of our conference with empty sleeves, on wheet
chairs, crutches, canes, and, being blind, guided gy the hands of thelr
Iel;owT!?o iiied Vet

. e Allied Veterans are still the defenders of clvilization and free
people’s rights. After having been faithful soldiers, t now want
and strive to be their country’'s and the world’s faithful citizens.

. The t of the constitution of their own countries is the
basis of the Interallled Veterans' Federation.

8. The veterans are determined that no work in the name of peace
shall be neglected. They ‘Fresented their help to their countrles and
to the righi-thinking world in the time of war and they now present
themselves to their countries and. to the same world for the furtherin
of peace. This is a privilege and obligation, but they have in min
also that if ancther war should occur soon fhe:r will be called on to
furnish the man power.

4. In the aftermath of the war the allied governments have on sev-
eral occasions had what at least appeared to be serions differsnces,
and the ?eoples of the world have been fearful that there was a friction
which might result in dangerous consequences. During these periods
the allied veterans remained Inseparable and sought to understand onpe
another more than ever before. his they did do. "

b. The peace that we want will not be a Eeaee consented to at any

rice, but must be founded on justice toward the victims, individually

p
and collectively.
In our associations with the chiefs of our allled veteran organiza-
tions we have come to m&ect and understand their unselfishness and
e have no suspiclons against them, as we
the eminent men the allled governments

of phrases, but the
a period of more

worthiness of principle,
know you have none against

| sent to represent their nations at interallied and international con-

ferences,

7. We have to l;lace before you to-day, Mr. President, one request in
the name of the Interallied Veterans. ~We most respectfully ask your
profound comsideration of this subject, because after such we believe
you will aceept the prineiple and place it in effect at all the inter-
allied and international conferences on peace—political and economics
and on armaments. We ask that at all future conferences there be a
trune representative of war—a representative of suffering, one who can
advise the eminent statesmen and experts on the really vital equation
of the horrors of war. We modestly advance this suggestion, Mr.
President, that it is needless to Bgoint out that there are men in onr
groups’ who are preeminently fitted for the peace counecils of the world.

8. Our allied comrades have already approached the chlefs of state
of their respective nations and received a most favorable consideration
of the subject. We ask you in the name of the Interallied Veterans
that at any future conferences which have to do with peace of the
world that the American Legion, through their national commander,
be accorded the opportunity to nominate to you the name of a man
who would represent those millions of persons whe were afforded the
greatest privtlefe which ever ean be bestowed npon citizenship, that of
wedaring the uniform of their country in the time of war.

H. NELsoN JACESON.
R. E. Coxpoxn.
REPORTS OF COMMITTEES,

Mr. SPENCER, from the Committee on Indian Affairs, to
which was referred the bill (H. R. 6294) promoting civilization
and self-support among the Indians of the Mescalero Reserva-
tion, in New Mexico, reported it without amendment,

He also, from the Committee on Privileges and Elections, to
which were referred the following bills, reported them each with-
out amendment and submitted a report thereon as indicated :

A bill (8. 129) to provide for election contests in the Senate
of the United States; and

A bill (H. R. T761) to amend the Revised Statutes of the
United States relative to proceedings in contested-election cases
(Rept. No. 1014).

INDEPENDENT OFFICES APPROPRIATION BILL.

Mr. WARREN. From the Committee on Appropriations I
report back favorably with amendments the bill (H. R. 13696)
making appropriations for the Executive Office and sundry inde-
pendent executive bureaus, boards, commissions, and offices for
the fiscal year ending June 30, 1924, and for other purposes,
and I submit a report (No. 1015) thereon,

I give notice that on to-morrow I shall ask that the Senate
may consider the bill, if it is agreeable.

The PRESIDING OFFICER. The bill will be placed on the
calendar, 3

DEPOSITS OF RECLAMATION FUNDS.

Mr. MCNARY. I introduce a bill and ask that it be read
and referred to the Committee on Irrigation and Reclamation.

The bill (8. 4349) authorizing the Secretary of the Inte-
rior to deposit in State and National banks and trust com-
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panies funds accruing under the act of June 17, 1902, was
read the first time by its title and the second time at length,
as follows:

Be it enacted, ete., That the Secretary of the Interlor is authorized,
in his discretion, to deposit in State and Natlonal banks and trust
companies funds which shall hereafter accrue under the act of June
17, 1902 (82 Stat. 388), and acts amendatory thereof or supplementar,
thereto: Provided, That every such bank or trust company in whi
any such deposit is made shall pay interest thereon at a reasonable
rate, the interest to be credited to the reclamation fund, and shall
furnish to the Secretary of the Interior either an acceptable bond or
collateral seeurity in the form of United States bonds, guaranteeing
the safety of the funds so deposited and the payment of the Interest
thereon.

The PRESIDING OFFICER. The bill will be referred to
the Committee on Irrigation and Reclamation.

BILLS INTRODUCED.

Bills were introduced, read the first time, and, by unanimous
consent the second time, and referred as follows:

By Mr. STERLING :

A bill (S. 4350) authorizing the Secretary of the Interior to
erect a1 monument at Fort Pierre, 8. Dak,, to commemorate the
explorations and discoveries of the Verendrye brothers, and to
expend not to exceed $25,000 therefor; to the Committee on
the Library.

By Mr. McKELLAR :

A bill (8. 4351) for the relief of Emma Grooms; to the Com-
mittee on Claims.

By Mr. McCORMICK :

A bill (8. 4352) to grant relief from unjust diserimination
against importers at ports of entry other than at ports of first
arrival under section 319 of the tariff act of 1922 and to au-
thorize the assessment of duty under the tariff act of 1913 on
merchandise actually arriving in the United States prior to
September 22, 1922, and destined for a port of entry other than
the port of first arrival; to the Commiltee on Finance.

By Mr. MCKINLEY :

A bill (8. 4353) granting the consent of Congress to the
highway commissioner of the town of Elgin, Kane County, IlL,
to construct, maintain, and operate a bridge across the Fox
River; to the Committee on Commerce.

By Mr. GERRY :

A bill (8. 4354) granting a pension to Maria A. Ballou; and

A bill (8. 4355) granting a pension to Sarah Emma Garvin;
to the Committee on Pensions.

By Mr. OVERMAN (for Mr. Dian) :

A bill (8. 4356) to provide a penalty for brokers and com-
mission houses frandulently neglecting to carry out their con-
tracts; to the Committee on the Judiciary.

SPEECH OF MR. BOYDEN BEFORE THE REPARATION COMMISSION,

Mr. KING submitted the following resolution (8. Res. 407),
which was referred to the Committee on Foreign Relations:

Resolved, That the Secretary of State, If not incompatible with the
ublic interest, report to the Senate what instructions, if an‘}'j have
‘en sent to Holand W. Boyden, representative of the State Depart-
ment with the Reparation Commission at Parls, respecting the subjeet
matter of the sﬁeech delivered by said Boyden at Paris on January 9,
instant, dispatched either before or subsequent to the delivery of the
same, and to further report to the Senate whether or not the speech
of saiid Boyden represents the views of the Department of State in the
premises.

ATTORNEYS EMPLOYED BY SHIPPING BOARD.

Mr. KING. 1 offer the resolution which I send to the desk,
and I ask unanimous consent for its present consideration. I
have submitted the resolution to the Senator from Washington
[Mr. Joxes], the chairman of the Conmmittee on Commerce, and
I understand he has no objection to it.

The PRESIDING OFFICER. The Secretary will read the
resolution,

The reading clerk read the resolution (8. Res. 408), as fol-
lows:

Resolved, That the United States Shipping Board is directed to re-
ggerl: to the Senate the names of all attorneys who have at any time

n e:%ployed by the board or by or for the United States Shipping
Board Emergency Fleet Corporation or by or for any other nfem:y for
said hoard, sgeclfyinf the a torn:.l’ys who have been appointed or have
acted upon the regular legal staff of the board or of sald corporation
or other agency, and atforneys who have been specially empl%yeu by
the board or by or for the said corporation or other agency, together
with a statement of all salaries, fees, and compensation which have
been paid to each of the same, and also whether or not attorneys who
have acted upon the permanent staff of the board or of said corpora-
tion or other agency have resigned their offices to enter private prae-
tice and have thereafter received retainers or fees from the board or
gald corporation or other agency, and the amount of the retainers or
fees paid or promised to be paid such persons.

The PRESIDING OFFICER. The Senator from Utah asks

unanimous consent for the present consideration of the resolu-
tion. Is there objection?

Mr. JONES of Washington. Mr. President, the information
asked for by the resolution is, of course, entirely proper: the
Senate and the Senator from Utah are entitled to it; and I
am not going to make any objection to the passage of the reso-
lution. T desire to say, however, that every such resolution
which we pass calling for information more or less diverts the
clerical force of the Shipping Board from the regular work
and means that much additional expense in carry’ng on their
work. Some of the resolutions which we have passed will cost
a great deal of money. I merely make that suggestion with the
hope that Senators when determining the matter as to whether
or not they -shall present resolutions for consideration and
passage will take that into consideration. As I have stated,
this information is entirely proper, and both the Senate and the
Senator from Utah are entitled to it. I have no objection to
the resolution.

The resolution was considered by unanimous consent and
agreed to. -

Mr. HARRISON. Before the Senator from Utah takes his
seat I desire to ask him a question. I ask the Senator from
Utah will the resolution which has just been adopted secure
the names of the attorneys with whom either the chairman of
the Shipping Board, Mr. Lasker, or Mr. Schlesinger talked in
New York, when, as testified by one or the other before the House
Commiittee on Appropriations, they songht to get sonfe attorneys
to represent the Emergency Fleet Corporation or the Shipping
Board, and ecalled a conference of attorneys in New York, some
of whom had cases pending, and asked the heads of those firmns
of attorneys to recommend soine attorney to defend such snits?
Will the resolution obtain that information?

Mr, KING. 1 think this resolution, in connection with an-
other resolution which has been adopted by the Senate, will
secure all of the information contemplated in the question which
has been propounded to me by my friend from Mississippi.

Mr. HARRISON. The Senator from Utah recalls the testi-
mony to which I have referred which was given before the
committee in the other House?

Mr. KING. Yes; I remember it.

Mr. HARRISON. And it seems to me it is guite necessary
that that information should be incorporated in any response
which may be made to the resolution by the Shipping Board.

Mr., KING. I agree with the Senator from Mississippi.

TAXATION OF STOCK DIVIDENDS,

Mr. BROOKHART. I present a resolution calling for infor-
mation from the Secretary of the Treasury with reference to the
taxation of stock dividends, and I ask unanimous consent for
its immediate consideration.

The PRESIDING OFFICER. The Senator from Iowa pre-
gents a resolution, which the Secretary will read for the infor-
mation of the Senate.

The reading clerk read the resolution (8. Res. 409) as fol-
lows: L

Whereas the Federal Trade Commission reports 328 corporations
have released surpluses by the stock-dividend plan during the calendar
year 1922 reaching more than $2,149,151,425; and

(}Vhereas gection 220, revenue act approved November 23, 1921, pro-

vides

“That if any corporation, however created or organized, is formed
or availed of for the fmrpose of preventing the Imposition. of the sur-
tax upon Iits stockholders or members through e medium of- per-
mitting its gaing and profits to accumulate instead of being divided or
distributed, there shall be levied, collected, and paid for each taxable
vear upon the net income of such corporation a tax equal to 25 per
cent of the amount thereof, which shall be in addition to the tax im-
posed by section 230 of this title and shall be computed, collected, and
paid upon the same basis and in the same manner and subject to the
sanile provisions of law, including penalties, as that tax”: Therefore
be it .

Resolved, That the Secretary of the Treasury is hereby requested to
furnish the Senate with the names of companies, amounts, and dates
of penalties, if any, imposed by the Commigsioner of Internal Revenue
during said year of 1922, pursuant to the provisions of section 220,
Internal Revenue Laws of 1921.

The PRESIDING OFFICER. The Senator from Iowa re-
quests unanimous consent for the immediate consideration of
the resolution. Is there objection? i

Mr. CALDER. I ask that the resolution may go over until
to-morrow.

The PRESIDING OFFICER. Objection is made, and, under
the rule, the resolution goes over.

Mr., BROOKHART. As the resolution is to go over until
to-morrow, I desire to have printed in the Recorp in 8-point
type for the information of the Senate a letter from the chair-
man of the Federal Trade Commission embodying a statement
of the stock dividends as reported to him from the com-
mission.

The PRESIDING OFFICER. Is there objection?
Chair hears none, and it is so ordered.

The
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The matter referred to is as follows: .
FepErAL TRADE COMMISSION,
OFFIcE oF THE CHAIRMAN,
‘Washington, January 4, 1923.
Hon. SurrH 'W. BROOKHART,
United States Senate, Washington, D. O,

My Dear Sexaror: I am inclosing a list of stock dividends
declared in 1922, similar to the one that I sent you the other
day, but covering the whole year. ‘

Yours truly,
Vicror Murnocok, Chairman.

FepERAL TrADE COMMISSION,
OFFICE OF THE (CHAIRMAN,
) Washington, December 21, 19282.
Hon. SMrtrH W, BROOKHART,
United States Senate, Washington, D. C.
My DEar SeNATOR: I am writing in response to your letter of
| December 7, in which you request “ certain information relative
to stock dividends having been declared by various companies
Fduring the year 1922."
In response to your inguiry there are inclosed certaln tabula-
tions, compiled from public sources, of stock dividends de-
| clared from January 1, 1922, to Deeember 17, 1922, showing the
| name of the company, the per cent of dividend, the amount, and
' the source from which the data was gathered,
The commission has not heretofore gathered any data along
the line of your request, and to answer the inquiry it was neces-
Isary to rely upon readily available published sources, as to
gather the informmtion aceurately and efliclently would Involve
a large expenditure of time and money. Consequently the com-
mission ean not and does not vouch for the accuracy nor the
completeness of these data.

Yours truly, Vicror Murnock, Chairman.

BTOCK DIVIDENDS, JANUARY 1 TO DECEMBER 17, 1833,

The sources consulted are noted below, and are followed by
a code notation, which is used in the list of stock dividends de-
clared to identify the source of information :

Poor’s Cumulative Daily Digest of Corporation News, Poor.

Commercial and Financial Chronical, Chron.

Journal of Commerce, New York, J. of C.

Wall Street Journal, Wall.

New York Times, N. Y. T.

Washington Post, Wn. Post.

Christian Science Monitor, Ch. Sci. Mon.

If nothing is suffixed to the amount of the dividend, indicated
in column 3, that amount was derived by computation from ap-
parently full data. The suffix “e” means “estimated from
(incomplete data.” The suffix “s" mean that the amount was
gtated In the source from which the whole ifem is taken.

The few instances of omission of per cent of dividend and
amount may be explained by the fact that the public sonrces
consulted did not give this information, merely stating that a
stock dividend had been declared.

Nineteen companies list no dividends.

Stock dividends January 1 to December 81, 1588,
(328 comparyles—$§2,140,151 425.)

ata compiled from (1) New York Journal of Commerce, (2) Commercial and
oy Finaneial Chrom&e, (3) Cumnulstive Daily Digest oth‘Emﬁm News.]
Name of company. Per cent.| Amount.
Aberfoylo MIg. Co...ccccoviiivmiasasossanonsvosspuanansmrnane &0 8513, 500
AushASt MAL. .. ..., eisnacrnssararermesbsnmrrmssmevey sy 333 500, 000
Alfunqulnl’rinttugﬂo........ 100 500, 000
ﬁ]a‘;m amlcat]:ﬂbm Pone) 1% g‘?ggf%
Allen Consolidated Ol 5 108, 600
Alliance Ml{ﬂﬂ..-- 25 500, 000
American Bank Note. 10 440, 570
American El. Heater. ... 900 900, 000
American Gas & Eleetrie. ..... 25 1,401,120
American Laundry M 50 3,000,000
Machine & Foundry 00 4, 000, 000
American Manufoeturing. ..... 10 800, 000
Nattonal:Ing Ooc 5 iinisaG iies 100 50, 000
American Radistor 50 6,008,113
American Screw Co....... 50 1, 500; 000
American Steel Foundries 18 3,672, 180
American Btove Co......... 20 1, 490, 340
RO e e s b ke e T e e s S S P S P e A AR AR 700 350, 000
Aragon Cotton Mills 33% 250, 000
Atlantie Monihiy o ] A
an B O S T s s = S e Sk S S 45 s Prd R w3
Atlantic Co.. 200 45,000, 000
Ayres, L. 5., & S 400 900, 000

1 8,500 shares, no par valua.

Stock dividends January 1 fo Decewmber 31, 1928 —Continued.

Nsms of company.

Per cent.

;
1

Berkshire Cotton. .
Bigelow-Hartford
Bordar City Mfg. Co.
Borne, Borymser Co. . ......cceeeeeeneonasceseamasasansansass
Boston Sand & Gravel.
gmtm Varnish Co. ...
ower Roller l)earlnE
Brewer (C) & Co. (L
Brown EAL

Bush et S0 (LA
California Tel. and Light.

Chapymn ve Co....
Charlton Mills EF&H River).

nnati
City Ice & Fuel Co. . ..ucveenue
Cleveland Union Stock Yards. ..

Detroit Creamery Co......

Desee T, camts W
Dugon:cmdum........-..
DuPont de Nemours Co. (E
Eastham) Thread.......

& Buftet Corp.. .
Foderal Light & Traction. ...
Federal Sugar & Refining Co.. ...
Felin (J. 3 & Co. (Inc.), Phila.
olters Co. (InC.) .. ..........

Securities

Gibson Art Co..............
Gillette Bafety Razor Co..
Globe & Rutgers Fire In:
Goodman

Electric G-t
Hathaway Mig. Co., New Bedfo
Hawailan Pineapple Co. (Ltd.)..
Hayes Wheel Co........c...c..a.
Ha' ‘Woolen Co., Boston

2
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8858888
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Stock dividends January 1 to December 51, 19282—Continoed. Stock dividends January I to December 31, 1922—Continued.
Name of company. Per cent.| Amount. Name of company. Per cent. | Amount.
Tt R, L R o e e W 100 33 | $30,000,000
Hurley M T4, I R s 10 1 2,000, 000
Independent Oil and Gas Co...evvennnnnn. 200 100 750,000
nge - T 2 PSS i e 100 | 10,800,035 | douth States Oll........... 8 160, 000
Taternatcombustion Eng Co. 50 375,000
International Harvester. 2 &13 1& E,g,g
[ Corp. ... | etandard Milling Co....... , 446,
Jones LB D.) & Sons Co 500 300,000 | Standard Ofl of Calif..... .. vaenennss| 100,971,111
Kellogg Switchboard & 15 825,000 | Standard OllofInd. ... ....ooceemicaaaanaaaas 100 40, 000, 000
Kellogg Toasted Corn Flakes 100 viuvervas | Btandard Ol Co.of Kans. . . ... . il iecveaszn 300 6, 000, 000
Kilburn Mill, New Bedford. 50,000 |-Standard Ol Co. of Ky..connemmomniinanacnin. 66 2,000, 000
Landis hine Co..... 2,000 950,000 | Standard Ol Co. of N. J. ... .covincrinnriinneas 400 | 393,353,200
Lanett (A%E.] Cott-n%o}{i l% },%,% ...... m.% lﬁ:%ﬁ
Lawyers’ Mortgage Co., N. aea 4 'y
Lawyers’ Title & Trust Co... . ccveevcennnnns o 50 2,000, 000 TG e R
Lederle Antitoxin. . ... ... ..ccciemmnaiainaa = B leasriasrrao. | SLADAANA SCTEW LO0. . ccvvrnisranannnsnanansess 70 2,100, 009
Lewiston (Me.) Gas TH o b el Gl Jod LT 12 50, 000 900 , 000,
berty and Savings. .. .......ceeeneen 100 100 3, 000, 000
Aol M 0 i e sy e s e m e A S e 40 625,000 | Standard Undergrd. Co..... o ooaameiio ittt rinialiinanaasas 1, 050, 000
Htug?d ap Phll‘%; .................. {gg 3.%% -------------------- % gg:
1 mscoggin atmpower ........... g cstsrassamssae PR,
Lloyds Plate Glass Insurance Co............ 100 250,000 | Bterling Balt Co....... . .ccocnvniiinavanssannnssnnns e 100 1, 000, 000
Lockwood Co. ..o i iciiarasansasancsnn 44 1,800,000 | Btevens Linen Mills. .. ......ooeenoeeiiaainnans 50 350, 000
Loeser (Frederic) & Co. (Inc.). 200 6,000,000 | Btrathmore e R R SRR IR 5 500 8,000,000
Louisville Home Telephone... 2 |evvevee-... | SBtromberg-Car Tel. Mfg. Co. 0 100 1, 000, 000
B, Dayton, Ol corviininnvnnasanses 100 1,000,000 | Studebaker O o e T e e e 15, 000, 000
Lowell Bleachery (Mass.).. . 400,000 Mills, New Bedford..... 33 400,
in, M, & Bon (I8, ) e i cc s csavasansenss 100 600,000 | Tamarack & Custer Consol. Min . 166 3,000,000
EOPRE O ot sesnrnen s dnsesrs vn s Ene 10 700,000 | Telephone Investment Corp., Reno 100 581,580
,,,,, 60, 000, 000 ng Belle Vernon Co....... | BN e
................ 20 1,000,000 | Texon Oil and Ld. 5 95,239
40 4,000,000 | Tiffany & Co...... O Bl BEY
j el P s imken Detroit Axle Co. 150 11,711, 165
1,500,000 | Title Guarantee & Trust.........coeeemeeeiann.... 1, 500,
250,009 | Torrington Co........ .. Lo C.illlll 3] 100 3,500,000
6,000,000 | Troscon Steel....... .oosveacnssnsracnsansanres X 15 408, 000
2% 1,500,000 | Union Cotton Mfg. Co....... weaans ; 50 550,000
200 100,000 | Union Mills (Inc.), Boston......ccevaiunenannan s 100 faeaceaonsns
200 2,000,000 | Union Natural Gas Corp.......cevvenenrnnnanas y 75 7, 380, 000
210 600,000 | Union Ol of Calif. .........c.ocoiiiiaiinnianes 80 40, 090, 000
50 100,000 [ Union Tank CarCo......cc.oovvreaeennennane- i) 12,000,000
....... 1,630 1,834,500 | United Engineering & Foundry Co o) O 500000
Mortgage Guarantee Co,, Balto. . .................. 100 200,000 | United R L e e 100 402, 690
Murray (J. w.iquf LM T T | S 50 ves.aux. | Onited States Bobbin & Shuttle................ 200 1,700, 000
Mutual Bank, N, R RN L e WA S 150 300,000 | United States Casualty, N. Y. 100 500, 000
Nash Mobors U0 o oo s i i aiir e haans eeiee--..| 16,3%0,000 | United States Guarantee....... 120 300, 000
Natfonal BISCTIt Co.....v.ceeemeranevemsannsasazasann 75 | 21,920,000 | United Stat 10 800, 000
Na 1 50 1,000,000 | Vacuum Oil Co. S e e 300 | 45,000,000
National Fuel Ga8 C0.....—...1eemrmeemnneesnanens 100 | 18,500,000 | Victor Talki 600 | 29,994,000
National Liberty Insurance 0. ......cceciernnnas 50 500,000 | Virginia Bridge & Iron Co. e 750, 000
National Sew{n%llachine Co... 5 50 1,050,000 | Virginia Iron & Coal Co.... 50 5,000,000
National Sugar Refining Co... 50 5,000,000 | Wampanaug Mills............ a3 250, 000
National Supply Co............ 50 | 13,000,000 | Wamseita , New Bedford................. 50
T A R e s e LI O] R RS 3,000,000 | Werd Baking Co.......... 29
Neild Mig. Co.. New Bedford. ........cceeevenuannnns 50 430,000 | Washburn WireCo........ 29
Netss, Hesslaln & 0. .. .uuuueecrsorsonsssiesnananans 10 1,500,000 | Wanskuck Co., Providence 5%
New Bedford Cotton Mills._.. 12...0 1211110000000 2% 700,000 | West Side Trust............ 100
New NiGuero BUgar Co. .. ........ovvnsnsnsesssensans 200 3,000,000 | Westchester Title & Mort, 15
New York Plate G1888C0. .. cnvveeeerareacoanacsanns 100 100,000 | Westinghouse Airbrake Co. 35
New York Title & Trust.....cooo.oemesisonsaosnens g 12 500,000 | White (R. H.) Co.........
Niagara Fire Insurance Co........ I 50 | 1,000,000 | White Eagle Oil & Refining C
North American Co. . ...... T st Whitin Machine m-gﬂ . 8,407,000
Northwestern Yeast Co. ... 100 3,000,000 | Whiting & Davis Co., Boston... 900 909, 009
Oakdale (R. 1.) Worsted Co 200 ,000 | Whitman Mills Corp., New Bedf. 5 1,000, 002
0 300 45,000,000 Wileax Gibbs Sewing Machine.........coveu.n 200 1, 009, 000
2 , NS1 Wihseassett MIHS. .. ol ol cararannnes 200 2, 400, 000
100 20, 000, 000 Woodrufl (Si;.lc' ) Cotton Mills. . .............. 50 252, 000
100 | 11,885,100 | Woreester Salt Co....... ..ol .. 100 1, 000, 009
100 4,000,000 | Wrigley (Wm.), jr., & Co..ooevvmmnnnnaaoo s 10 1,342, 500
25&2) | 85,085,350 | Wyman-Gordon Co.......cocoeuiioiiiaiiiaiin, 30 1,300, 000
100 | 12,000,000 | YBle & TOWDG..o .. .euesoncnnerenrnammsnsasanss 100 4,908, 777
...... 400 1/200,000 | Yellow Cab Co... 300 1, 500,000
______ 2,400 960,000 | York MIB- Co.cvverenranneiariimiaciicacienteenneiasnenas 100 1, 800, 000
...... 3 200,000
30 | 11,250,000
100 400,000 OPERATION OF TRAMP VESSELS BY THE UNITED STATES,
3‘;'] 13:;‘%-% Mr. FRELINGHUYSEN submitted the following resolution
PP Y NS SR ST 200 | 40,000,000 | (5. Res. 410), which was considered by unanimous consent and
gﬁi"ﬁﬁ” Lﬁ’f"nggj{ D R g 200 | 54,000,000 | agreed to:
B Tt resy byt - 50,00 | Resolved, That the United States Shipping Board be, and it is
PIE ADCE. TS - oo s 100 |77 900000 | hereby, directed to furnish the SBenate at the earliest practicable date
Pure Oil Co., Columbus, Ohio 75 1.567 510 | fnll information: First, as to whether or not tramp-vessel rations
Putnam’s Sons (G. P.) 150 200 o0 | Are beln; conducted and maintained with Government-owned vessels .
Quabang Rubber C 10 125 000 | ©f the United States; if such operations are being maintained, the
uissett Mill .. ... ) 750 pop | number of v ls so d, where operated, the character and
eading Rubber M 200 500 000 | #mount of commodities transported, apd the amount of tramp ton-
Reo Motor Car. ... 100 6,037 230 | nage operated by foreigners to and from ports of the United States, and
Republic Cotton Mills. ... _.....0. 15 131000’&30 the amount of carge so carried in forei tramp ships in so far as
Reynolds (R. J.) Tobacco Co....... e, 5 3 20,000,000 | Such Information is readily available, such information to extend back
Rice St[x§)ry 0005 C0.....onvnn 42 "600,000 | Over a period of one year preceding the date of the adoption of this
Richman Bros. Co., Cleveland...... s 2 100 |. ... | resolution. : £
Roxbury Carpet Co........cceuu... L 100 1,000, 000 Second, if tramp operations are not being conducted and maintained
Royﬂ'_[‘vy-pewﬁw ,,,,,, : 63 2,308 971 with Government-owned wvessels of the United States, a full statement
o g O o R A S G 4 100 |............ | of the reasons why the said board is not so conducting such opera-
Baco-Lowel Shops, Boston....c.eeeuiceesisnssonenns = 50 1742 500 | tions and maintaining such services.
Sagamore M| (‘?:“ ' 1 % 1,200,000 Third, whether or not, in the opinion of the board, it has full and
8t. Louis Gl:gao-Demoﬂat _____ 2 100 *s00 000 | adequate authority under existing law to provide for the operation and
Salor & G N Y s e s o i £00 4,000,000 | maintenance of tramp services with Government-owned vessels of the
Sanford Mifls. ... ] 200 | 500000 | United States.
o st laReh bl e e cde | G iz |  INVESTIGATION OF GREAT LAKES-GULF OF MEXICO WATERWAY.
i}:gtte:%pluu 'l‘oh[smo a3 750, 000 Mr. McCORMICK submitted the following resolution (8. Res.
e e e e e 5077 107000000 | 411), which was referred to the Committee to Audit and Con-
Shnttuck‘fp'. __________ 1,408,500 | trol the Contingent Expenses of the Senate:
Shuster WoolenCo......... 200 400, 000 Resolved, That the President of the Senate appoint a committee to
Simmons Co., Kenosha, Wis TO0S T v eiinace soia consist of five Members of the Senate, three from the majority party
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and two from the.minority party, to investigate the problem of a
9-foot channel in the wategl'ay from the Gm?lakea to the Gulf of

Mexico, The committee shall make a final report of its investigations
with recommendations to the Senate not later than May 1, 1924, For
the purposes of this resolution, the committee is author to git and

act at such times during the-sessions or-recesses of the Bixty-seventh
and BSixty-eighth Congresses and in such places within the United
States to hold such hearings and to employ a stenographber. and. such
other assistance as may be- necessari. The cost of stenographic service
to report such hearings shall not be in excess of 25 cents per hun-
dred words.  The committee is further authorized to send for persons,
books, and papers, to administer oaths, and to take testimony. The
expenses of the committee shall be paid from the contingent fund of
the Benate.
MESSAGE FROM THE HOUSE.

A message from the House of Representatives, by Mr. Over-
hue, its enrolling clerk, announced that the House disagreed
to the amendments of the Senate to the bill (H.'R. 18481)
making appropriations for the Department of Agriculture for
the fiscal year ending June 30, 1924, and for other purposes;
requested a conference with the Senate on the disagreeing votes
of the two Houses thereon, and that Mr. AxpErsoxn, Mr. MAGEE,
Mr. Wason, Mr. BucHANAN, and Mr. Lee of Georgia were ap-
pointed managers on the part of the House at the conference.

The message also announced that the House had passed with-
out amendment Senate bills and a joint resolution of the fol-
lowing titles:

An act (8. 8177) declaring a portion of the West Fork of the
South ‘Branch of the Chicago River, Cook County, Ill, to be a
nonnavigable stream;

An act (8. 4031) to authorize the construction of a bridge
across the Little Calumet River, in Cook County, State of Illi-
nols, at or near the village of Riverdale, in said county;

An act (8. 4032) granting the consent of Congress to the State
of Illinois, department of public works and buildings, division
of highways, to construct, maintain, and operate a bridge and
approaches thereto across the Kankakee River, in the county
of Kankakee, State of Illinois, between section 5, township 30
north, .and section ‘82, township 31 north, range 13 east of the
third principal meridian ;

An act (8. 4033) granting the consent of Congress to the State
of Illinois, department of public works and buildings, division
of highways, to construct, maintain, and operate a bridge and
approaches thereto across:the Kankakee River, in the county
of Kankakee, State of Illinols, between section 8, township 30
north, and section 81, township 81 north, range 12 east of the
third principal merkdian;

An act (8. 4069) to authorize the construction of a railroad
bridge aecross the Colorado River near Yuma, Ariz.;

An act (S. 4096) to authorize the coinage of G0-cent pieces in
commemoration of the one hundredth anniversary of the enun-
ciation -of the Monroe doctrine;

An act (8. 4172) to authorize the building of a bridge across
the Great Pee Dee River, in South Carolina; and

A joint resolution (S. J. Res. 258) providing for the filling
of a vacancy In the Board of Regents of the Smithsonian In-
stitution of the class other than Members of Congress.

The message further announced that the House had passed
bills and joint resolutions of the following titles, in which it
requested the concurrence of the Senate: :

A bill (H. R. 3184) to amend an act entitled “An act for the
relief of the Saginaw, Swan Creek, and Black River Band of
Chippewa Indians in the State of Michigan, and for other pur-
poses,” approved June 25, 1910;

A bill (H. R. 11475) to authorize the setting aside of certain
tribal lands within the Quinault Indian Reservation in Wash-
ington for lghthouse purposes;

A bill (H. R. 12777) granting the consent of Congress to the
cities of Grand Forks, 'N. Dak. and East Grand Forks, Minn.,
or elther of them, to .construct, maintain, and operate a, dam
across the Red River of the North;

A bill (H. R. 18128) authorizing an appropriation for the
construction of ;a road within the Fort Apache Indian Reserva-
tion, Ariz. ; ’

A bill (H. R. 13189) granting the consent of Congress to the
Great Southern Lumber Co., a corporation of the State of Penn-
gylvania, doing business in the State of Mississippl, to construct
a railroad bridge across Pearl Rlver at approximately 14 miles
‘north of Georgetown, in the State of Mississippi;

A bill (H. R. 13195) granting the consent of Congress to the
State Highway Commission of Missourl, its successors and as-
signs, to construct, maintain, and operate a bridge and ap-
proaches thereto across the St. Francis River, in the State of
Migsouri ;

A bill (H. R. 13351) aunthorizing the Secretary of the Navy,
in his discretion, to deliver to the Daughters of the American
Revolution of the State of South Carolina the silver service
which was used upon the battleship South Carolina;

A bill (H. R. 18474) granting the consent of Congress to the
county of Winnebago, the town of Rockford, and the city of
Rockford, in said county, in the State of Illinois, to construct,
maintain, and operate a bridge and approaches thereto across
the Rock River;

A bill (H. R. 13493) -to authorize the State road department
of the State of Florida to construct, maintain, and operate a
bridge across the Escambia River, near Ferry Pass, Fla.

A bill (H. R, 18511) granting the consent of Congress to the
city of St. Paul, Minn,, to construct a bridge across the Missis-
sippi River;

‘A bill (H. R. 18655) to validate certain allotments of land
made to Indians on the Lac Courte Oreille Indian Reservation
in Wisconsin ;

A Joint resolution (H. J. Res, 16) providing for pay to clerks
to Members of Congress and Delegates ; and

A joint resolution (H. J. Res. 261) for the appointment of
three members of the Board of Managers of the National Homa
for Disabled Volunteer Soldiers.

The message also announced that the House had passed the
bill (8. 41381) granting the consent of Congress to the city of
Sioux City, Towa, and to Union County, in the State of South
Dakota, to construct, maintain, and operate a bridge and ap-
proaches thereto across the Big Sioux River at a point 23 miles
morth of the mouth of said river, between section 14, township
89, range 48, Woodbury County, Iowa, and section 15, township
89, range 48, Unlon County, S. Dak., with an amendment to the
title, in which it requested the concurrence of the Senate,

The message further announced that the House had passed
the bill (8. 4183) granting the consent of Congress to the State
of North Dakota and the State of Minnesota, the county of
Pembina, N. Dak., and the county of Kitson, Minn., or any one
of them, to construet a bridge across the Red River of the North
at or near the city of Pembina, N. Dak., with amendments, in
which it requested the concurrence of the Senate.

The message also announced that the House had adopted Sen-
ate Concurrent Resolution No. 30, declining Battell gift of land
in Vermont for a national park, with amendments changing it
ttg a S;Lt:li.nt resolution, in which It requested the concurrence of

[ ate.

VIEWS OF SENATOE JOHNBSON ON EUROFPEAN SITUATION.

Mr. MOSES (Mr. LApp in the-ehair). I ask upanimous con-
sent to have printed in the Rrcorp in 8-point type an article
appearing in the New York Times of Sunday by the senior Sen-
ator from California, Mr. JorxsoxN.

There being no objection, the article was ordered to be
printed in the RNEcorp in 8-point type, as follows:

[From the New York Times, Sunday, January 14, 1923.]
WHY “IRRECONCILABLES” KeEEp OvUT oF FUrRoPE, TOLD By HirAM

JOHNSON—NEED NEw 8Spirir THERE—SENDING OVER OUR MONEY
WouLp NoT Alp PEACE, BUuT BRING WAR.

(By HirAm Jonxsox, United States Senater from California.)

Just a century ago the new Republic of the Western Hemis-
phere enunciated a definite foreign policy which has withstood
the vicissitudes of time and has become the historic bulwark of
the Americas, When the Monroe doctrine was enunciated in
1823 it was substantially the answer to the persuasive appeals
made to the Unifed States to become a part of the European
system. The Czar Alexander, strange mixture of mysticism,
altruism, egotism, intrigue, duplicity, and deceit, had presented
to a wondering world his Holy Alliance under which all govern-
ments in the administration of their respective States and in
their political relations with other governmentis should be
guided by the precepts of religion. Because he desired to ex-
tend the membership of the league, and because, too, he wished
a counterpoise for Great Britain, Alexander by every persua-
sive art endeavored to entice the new Republic to his view.
In a recent brochure on the Holy Alliance, Doctor Cresson re-
marks:

“During the great crisis of reconstruction following the
Napoleonic wars, Emerson in voicing the liberal opinion of
New England but repeated the warnings of Washington. Yet
many reasons insistently urged a *moral participation’ in Eu-
ropean affairs, Moreover, the Invitation extended to the
United States to share in the councils of Europe, as we shall
have cause to note in the present chapter, was no less insistent
than at the present day.

“The decision which the statesmen of the Washington Cabi-
net were called upon to take with respect to American partiei-
patien in the affairs of Hurope during the period from 1815 to
lms’recana the no less momentous problems of the present
time.” <

The 'Massachusetts Peace Society wrote the Czar enthusias-
tically. The New York Post of that day remarked concerning




1923.

CONGRESSIONAL RECORD—SENATE.

1791

one of Alexander’s conferences—and Doctor Cresson states * con-
ference ” was a form of negotiation which Alexander seems gen-
erally to have found irresistible and never missed an oppor-
tunity of holding—* if discussions run upon the means of con-
solidating the peace of the world * * * and removing the
burden of taxes and unwieldy military establishments which
press at this moment upon every country, the members of the
Holy League will establish an imperishable claim on the grati-
tude of mankind.”

The Czar, in his secret instructions to his representatives as
the means of seducing the young Republic from its national
policy, told them to take the steps necessary to persuade public
opinfon in the United States, and to tell the people of the
United States that “they were themselves a European people,
Christlans, and, therefore, like Europe, interested in questions
of a general nature.” How familiar it all sounds!

BHADOW OF THE CEZAR.

Those were anxious days for Adams and Monroe and their
companions at Washington. They plainly foresaw what Castle-
reagh and Canning, of Great Britain, learned by intimate touch
with the Holy Alliance. The Czar's grandilogquent scheme
finally degenerated into the doctrine of monarchial legitimacy
and threatened interference with liberalism upon the American
Continent. Castlereagh announced that Great Britain would in-
tervene In the affairs of others only with * good offices,” a pollcy
subseqi‘]ently characterized by Canning as “ resuming her iso-
lation.’

“The ground I wish to take,” wrote Adams in his diary, *is
that of earnest remonstrance against the interference of the
European powers by force in South America—but to disclalm
all interference on our part with Europe.”

“As the Holy Alliance has come to edify and instruct us with
their principles,” he continued, “it is due In candor to them
and in justice to ourselves to return the compliment.” Perhaps
we may be pardoned if we follow Adams's advice. :

As the crisis became acute and Britain’s policy became known,
Monroe issued his now justly celebrated pronunciamento, which,
in reality, ended the pretensions of the Holy Alliance and pre-
pented in concrete form a definite American foreign policy for-
bidding the powers of Europe to extend their system to the
American Continent or to control the destinies of its inhabitants,
warning against any future attempts at colonization and con-
ceding the corresponding obligation (obligation to the peoples
concerned and to our own) not to interfere iu the internal con-
cerns of Europe. The policy indeed has been a cardinal one
in America's life,

After a hundred years of successful operation, under which
the infant Republic has become the greatest, richest, and most
powerful country on earth, America is asked again, upon the
doubtful plea of moral responsibility, to become a part of the
Furopean system. Those of us who have been called “ irrecon-
cilables” are resisting with such vigor and ability as we have
the insidious attempt and are fighting with such force as we
can muster to maintain our country in the path we know which
has brought us to our present eminence and snccess.

The same arts of persuasion, the same sinister influences so
valiantly resisted by our statesmen a hundred years ago, in-
tensified a thousandfold by the complexities of our modern
civilization, are now utilized again to compel us to enter upon
the course we have always shnnned. Propaganda, in our day
practically an exact science, has been employed to the fullest
extent. Civic and religions organizations, like the Massachu-
setts Peace Bociety of 100 yearg ago, have been wrought to a
pitch of hysteria by appeals to their aspirations for gemeral
peace and the betterment of mankind. And the wickedest part
of the present struggle is that the loftiest human attributes of
good men and women are unconsciously distorted by cunning
intrigue and persuasive, iniquitous propaganda for their coun-
try’s undoing.

THE “ INTELLECTUAL ¥ STAND.

There Is another class, too, contributing its share to our
present hysteria. There are certain indlviduals who hug to
themselves the title * intellectuals,” who contemptuously scorn
all petty virtues and who scoff at patriotism. In their superior
wisdom and their all-embracing world desires they forget their
country and would even leave us naked and defenseless. These
“intellectuals " revel in the title of internationalists; and na-
tionalism and patriotism are with them mere terms of reproach,

Great Britain a eentury ago, when her safety no longer was
at stake, retired, as her statesmen termed it, into her * splendid
isolation.”

Great Britain to-day, If we read carefully the various con-
ferences of the premiers, is again retiring into her splendid
isolation, and untll Great Britain is directly concerned and her

.own problems; we'll have nothing to do with them.”

material interests demand it, I venture to predict her policy in
the future will be that which she adopted during the reconstrue-
tion period of the Napoleonic wars.

Three years ago the aspiration for our participation, as it
was termed, in world affairs, performance of our moral obliga-
tion to all mankind, assumed the definite demand that we ratify
the treaty of Versailles and enter the League of Nations: After
literally months of acrimonious discussions and perfervid ap-
peals we declined the invitation and, as some of us thought,
reaflirmed the definite policy which had withstood the test of
time and had been ours since we became a Nation. Time has
demonstrated the wisdom of the Senate in failing to ratify the
treaty of Versailles. How few are its advocates now!

The inexorable facts of the last three years have proved,
too, the unwisdom of entering the league. Very recent events
have demonstrated its futility. One of the treaties written
contemporaneously with the treaty of Versailles has been re-
written in the blood of Christians In the Near Hast. Another
has been revised in the tears of a starving people. The
League of Nations, a living entity, has stood idly by while
its two most powerful members fomented a war between peo-
ples in the Near Hast, a war which, only when it threatened
a general conflagration, caused the intervention of those who
had contributed to it. But while peoples there were slaying
one another, while one slde acted with the aid of one member
of the league and its opponent was urged to the slaunghter by
another, supine and indifferent the league itself sat, although
the world knew and all the world now knows the culpability
of the league's two most powerful members,

The hysterical demand that all wars would cease by our

-entrance into the league has changed to another hysterical

plea. The appeals in the two instances are In the same generie
phrases. Pictured to us now are the suffering of Europe,
and starving peoples, and as the troubles and desolation har-
row our feelings amd arouse every sympathetic impulse the
demand is made again that we enter the European system;
and the same old phrases, “play our part in the world,”
“perform our obligation to humanity,” “ rescue civilization,”
and the like, are hurled at us from the press and the pulpit,
from civic and religious bodies, and by good men and women
wrought to a high frenzy by reiteration of the world's woe
and anguish, hunger, desolation, and suffering. None can be
indifferent to these appeals nor to the prevailing conditions,
anjo;e s0 callous or so hardemed that he would not willingly

WHAT COULD WE DO?

The new appeal, however, for us to aid the world and save
civilization, unfortunately, unlike the former, with its definite
demand for entrance into the league, is wholly nebulous. How
we “ play our part,” * perform our world obligations, " * succor
suffering humanity,” and “save civilization"” rests in mere
aspiration. That we ought to do all these things is clear
to our opponents; that they can mot be accomplished they
dimly see. But nevertheless they have heard so much of world
concert and so detest “isolation” and " 1solationists"™ that
they would have us forego our old policies and, without count-
ing the cost or reckoning the future, make our country a part
of Europe.

What are we to do either in conference or upon the Repara-
tion Cemmission? To advise, to extend our good offices?
That, presumably, we are deing mow, and that we can do
without either conference or commission, The advocates of
the *“conference™ would have us reach understandings amd
agreements for the solution of the world's economic ills. The
advocates of membership upon the Reparation Commission
doubtless see the same end. And perhaps the two snggested
plans are not far different, becanse the crux of the economic
situation in central Europe is the question of reparafions,
with its collateral problems. If we call a conference to reach
understandings and agreements, of necessity we must be a
part of that conference. If a part of it, we must see it
through. If agreements are reached, we must do our part in
their execution.

It would be contemptible to call a world conference and
then stand aside and say to our guests, “Now settle y;m{ii
An
when we agree upon the solution in good faith we must carry it
out. What must be considered? Reparations, and not the
amount but the method of collection and enforcement. Colleec-
tion and enforcement require supervision—supergovernment.

Already there is just that in the Reparation Commission.
Supergovernment requires power—power to enforce its decrees.
The power now exists in the Reparation Commission. Shall
the United States become a party to an agreement to furnish
money and men for the enforcement of reparations? Baldly
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put, this is where either of the proposed plans leads us. At
once, if we undertake to carry out the decrees of a conference
or become officially a part of the Reparation Commission, we
are inextricably entangled in European controversies, We are
the one going, solvent, national concern. Place us in a position
where we may be used and the possibilities are obvious. It is
true we might brave the perils; perhaps the obvious menace
we could escape; but by endangering ourselves we endanger
our ability to be of service. We do no more by tying ourselves
to Europe's difficulties than deprive ourselves of the disin-
terested position which is our principal asset of world help-
fulness to-day.
WOULD NOT HELP FARMHERS.

Very cunningly in the present propaganda the plight of our
farmers is invoked. If we can but‘have a * conference,” if
only we enter the Reparation Commission, if we will but
throw in our lot with the rest of the world, the prices of agri-
cultural products will soar and the distress of our farmers be
alleviated. Never was there a more unwarranted or a meaner
appeal. The internationalists pay our farmers a poor compli-
ment when they imagine that by dangling the bait of higher
prices farmers will forget their country's future. But the
appeal to cupldity is wholly illusory. The present state of
Europe is attributable in great part to the waste of war, which
can only be made good by years of toil and frugal living; it
is attributable in part to the ruin of Russia; it is attributable
in part to the Balkanization of Europe; it is attributable in
part to the ambitions and aborted policies of short-lived cabi-
nets. No conference, no league, can re-create in one or many
vears the destruction which war has wrought. The tables of

our exports demonstrate the falsity of the propaganda now so-

general among our farmers. Taking us into Europe will not
aid our farmers. International bankers will reap the benefit
and the farmers will pay the price.

There are just three forms of “ assistance ” which the United
States can give in Europe. One is advice, One is force. One
is money.

There are just two methods by which any one of these forms
of “assistance” ean be delivered. One is through action by
the United States alone. The other is through action by the
United States in a group or groups of European powers. For
a century—and as flrmly under Woodrow Wilson as under
James Monroe—we have repudiated and rejected * assistance™
from Europe. The friends of American intervention in Europe
are after all seeking a *“ world organization” only in name.
What they in fact are seeking is a European organization of
which the United States shall be a member—a European rescue
party in which the United States shall do the rescuing. a Euro-
pean settlement of which the United States shall be the
guarantor.

Jurope thus would be nothing in the Americas and the United
States would be everything in Europe. If I were a European
I would reject that prospect as vigorously as I now reject it as
an American. The sitnation makes Hurope, the motherland of
America, the ward of her daughter.

Friendly advice and good offices, if desired, could always
cheerfully be given. Advice certainly may not harm him who
gives or him who takes. If we feel that we have wisdom which
Europe needs, there is no impediment now to the dispatch of
any desired guantity of it from Washington to any European
capital. No leagne is needed, no international economic con-
ference is required, no new cables need to be laid, in order to
convey the helpful thoughts of our State Department to the
Buropean shore. If in America we have produced ideas not
known in Europe, if here we have developed a mentality be-
yond that of Lord Balfour and the other statesmen of Europe,
we are in full liberty now to communicate that fact and the
fruits of it to an amazed and delighted European population,

The truth is that we have no ideas which are not equally cur-
rent in Europe. A reading of the European press, a considera-
tion of the speeches of European statesmen, must prove to
every fair and calm mind that in the mental armory of Amer-
fca there is no weapon, there is no expedient, not equally
known to the leaders of European politics. - What Europe lacks
is not good ideas. It has all of them that there are. What it
lacks is the will to put them into operation.

How shall that will be supplied? It seems to be contended
that it could be supplied by American force or by American
money.

Hvery proposal for Amerlcan Intervention in Europe means—
if it means anything at all except hypoerisy and deception—
participation by America in Buropean agreemenfs; and the
only forms of action for making those agreements effective are
the forms represented by either force or money.

“ MORAL MIGHT " DEFINED.

It Is said that American force would never be in practice
“ needed.” It is said that the * moral might " of America would
hold European disturbers in awe without any use, actual or
potential, of American force. Just what is it that produces this
“moral might " of America?

The harsh fact—which our sentimental internationalists re-
fuse to face—is that the overpowering *moral might” of
America is only a polite phrase for the overpowering physical
might possessed by the United -States and available to the
United States Government in the enforcement of its govern-
nnaﬁ?tal will, whether in the Yestern Hemisphere or on the

ne.

The situation, then, in one aspect which Europe presents to
us, according to those who would have us enter into political
agreemenis with Buropean governments, is as follows:

Hurope is unable by its own force to maintain peace within
its own borders and it summons the force—the actnal force or
the potential force; the force exercised or the faorce threat-
ened—of America.

It is shocking; it is an appalling coneclusion. It means the
abdication of Europe and its physical guardianship by Ameriea.
I am unable to believe that Hurope actually wants that guard-
fanship; and even if I were finally persuaded that it did
actually want it, I would, not only for America but for the
sake of Europe itself, persist in believing that it should not be
granted.

Europe for its own sake must establish its own modes of
European peace. It must develop—even as we developed in
1789—a policy capable of maintaining friendship between jeal-
ous separate sovereign States. We made our Constitution not
under the tutelage of European policemen but by exertions
which, since they were our own, gave us a future stanchly and
securely corresponding to our needs. Europe must accomplish
a slmilar achievement in a spirit of similar self-reliance if
European civilization is to continue to be European and if it

| is to be able accordingly to produce in Europe a genuinely

sound and healthy European future.

I imagine, however, that while a few misgnided Europeans
and a few Americans may wish to fill Enrope with American
soldiers or with the coercive shadow of them, the great majority
of Europeans and Americans who speak of American inter-
vention desire not the help of our soldlers but the help of our
dollars. 3

Indeed, I have no doubt of it, and in this I am confirmed by
contemporaneous publications abroad. The Manchester Guard-
fan recently said: * But until America is prepared to release
Europe from a great part of her debts American *intervention '
must be confined to good advice. Advice, unfortunately, will
not stabilize the mark or fill a hole in the French budget.”
Here's the definite mode of aiding Europe: Cancel the debt due
or give money. I challenge those in official position who prate
of “intervening " in Europe, economically or otherwise, to advo-
cate cancellation of the foreign debt. They dare not do it. I
challenge them to advocate additional governmental loans to
Europe. Cancellation of the debt or giving more money are the
only methods Europe suggests of economic aid, Is the Ameri-
can exponent of Huropean interference really intending this,
while cloaking his lachrymose utterances in general precatory
phrases? If so, it’s hypocrisy we have to combat, pretense and
insincerity, for our people will not cancel the debt nor make
additional advances,

I insist that whatever financial help is needed by Europe can
be secured from our bankers without any ‘ assistance”™ from
our Government—at any moment when Europe will so rear-
range its own political affairs as to make an invesiment in
Europe a safe invesiment. Our Government has made its last
loan for many a day to Europe. It will neither loan more pub-
lic money nor underwrite the loan of private money.

WHAT MONEY WOULD DO,

One leading banker has already laid down to Europe the
terms on which he would be willing to regard an investment in
Europe as a safe investment, I speak now of investments on
a large scale. Investments on a smaller scale—yet on a scale
really, after all, most impressive—have been going forward by
Americans in Europe continuously since the armistice,

Seven or eight billions of American dollars—probably ten
billions—have gone to Europe in one sort of investment or an-
other since armistice day. Has this investment produced Euro-
pean peace? Would a doubling or trebling of it produce
European peace? The realities of the Eurcpean situation an-
swer an emphatic negative.

If a European Government becomes richer this year than it
was last year, does it thereupon reduce its army and contract
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its diplomatic adventures? Does it cease with new revenue to
hate its rivals and to prepare to resist them and to ruin them?
If Poland were solvent instead of bankrupt, would she cede to
Russia the Russian territory which she now occupies? If
Britain received from us a total cancellation of her debt to us,
would she retire from her perilous situation with the Turks
among the oil wells of Mosul? If France had all the money in
the world, would she cease her armaments or love the Germans
or ask them to unfurl the German flag once more over the
German soil on the left bank of the Rhine?

These questions reveal the preposterousness of the idea that
American money can produce European peace. American money
poured into Europe—as Europe I8 to-day—would not retard the
next European war. It would accelerate its advent. It would
give Furope only the pessibility of more soldiers, more cannon,
more aggressions, more resistance, and a more rapid and assured
arrival of the inevitable eataclysm.

What Europe needs is not rescue but regeneration; and re-
generation can not be imposed by force or bought with money.
It must proceed from within, In Hurope it must be brought
about by European self-examination, European contrition, Eun-
ropean amendment. American intervention only delays that
process. The isolation of America is not Europe's ruin. It is
& necessity to Europe's salvation. I do not feel the need of
apologizing to Europe for America’s isolation. I think that
Europe one day will thank America for it. By refraining from
mingling itself in Europe's internal affairs, America will have
hastened the reemergence into this world of a Europe soundly
organized within itself and destined accordingly to be Hurope
and not an annex to America.

I therefore shall support—to the very end—the totally “irrec-
oncilable " policy of refusing all American governmental force
and all American governmental money and all American partici-
pation in conferences and agreements leading to the use—out-
right or implicit—of American governmental force or money for
Europe. I maintain—and shall maintain—that this polley is
both the wise and safe conrse for America and the shortest route
to the great end which every American desires—the restoration,
the revival, the renewed grandeur of the culture of the Conti-
nent from which we have our being.

THE “ IRRECONCILABLE ¥ POSITION.

The attitude of the " irreconcilable” is dictated, however,
primarily by his love of America, his jealousy of the cherished
institutions of the Republic, and his firm resolve that they shall
endure. It is in some circles deemed trite now to refer to Wash-
ington—quotations from him excite there a derisive smile, but
with a prescience peculiarly his, Washington foresaw and un-
derstoad that the young Nation he nourished could only rise to
greatness and reach permanency through a distinctive Ameri-
can character. As one eminent biographer has said, in his
whole foreign policy, “the American spirit was his polestar.”
His aim, and that aim until recently every great American has
emulated, was to be American and *“ make the people and the
Government American.”

We have seen the struggling little Republic of Washington, be-
cause of its American character, grow and grow until it is
to-day the giant among the nations of the earth. We won
respect abroad and happiness at home, and we won our success
and renown because we maintained America free from political
connections with other countries. Washington's policy and
its corollary, the Monroe doctrine, made the United States
neither hermit nor meddler. They insulated us against the
intrignes of the political life of the Old World; and thus insu-
lated, thus independent, America’s participation in the life of
the world can be larger and better, because united in its sup-
port will be all Americans enjoying in common “an American
character.”

Plain is our road, and known. If we but keep it, the future
of our country Is not uncertain. The true *irreconcilable”
has dedicated himself to an America “independent of all and
under the influence of none " ; fulfilling all engagements which
duty requires; maintaining a strict neutrality unless obliged
by imperious circumstances to depart from it; doing justice to
all nations, and from all nations demanding justice; cultivat-
ing friendly relations with every nation, and tolerating en-
tangling alliances with none—in short, keeping the Republic
free and unfettered, just American.

HOUSE BILLS AND JOINT RESOLUTIONS REFERRED,

The following bills and joint resolutions were severally read
twice by title and referred as indicated below:

H.R.8184. An act to amend an act entitled “An act for the
relief of the Saginaw, Swan Creek, and Black River Band of

Chippewa Indians in the State of Michigan, and for other pur-
poses,” approved June 25, 1910;

H. R.11475. An act to authorize the setting aside of certain
tribal lands within the Quinault Indian Reservation in Wash-
ington for lighthouse purposes ;

H.R. 13128, An act authorizing an appropriation for the con-
BAtri‘l;ction &n‘! a road within the Fort Apache Indian Reservation,

r an

H, R. 18655. An act to walidate certain allotments of land
made to Indians on the Lac Courte Oreille Indian Reservation
in Wisconsin; to the Committee on Indian Affairs.

H.R.12777. An act granting the consent of Congress to the
cities of Grand Forks, N. Dak., and Hast Grand Forks, Minn.,
or either of them, to construct, maintain, and operate a dam
across the Red River of the North;

H. R.13139. An act granting the consent of Congress to the
Great Southern Lumber (lo., a corporation of the State of
Pennsylvania, doing business in the State of Mississippi, to
construct a rallroad bridge across Pearl River at approxi-
matley 13 miles north of Georgetown, in the State of Mis-
sissippi ;

H.R.13195. An act granting the consent of Congress to the
State highway commission of Missouri, its successors and as-
signs, to construct, maintain, and operate a bridge and ap-
proaches thereto across the St. Francis River in the State of
Missouri ; Y

H. R.13474. An act granting the consent of Congress to the
county of Winnebago, the town of Rockford, and the city of
Rockford, in said county, in the State of Illinois, to construet,
maintain, and operate a bridge and approaches thereto across
the Rock River;

H. R.13493. An act to authorize the State road department
of the State of Florida to construct, maintain, and operate a
bridge across the Escambia River near Ferry Pass, Fla.; and

H. R.18511. An act granting the consent of Congress to the
city of St. Paul, Minn., to construct a bridge across the Mis-
sissippl River; to the Committee on Commerce,

H. R. 18351. An act authorizing the Secretary of the Navy,
in his discretion, to deliver to the Daughters of the American
Revolution of the State of South Carolina the silver service
which was used upon the battleship South Carolina; to the Com-
mittee on Naval Affairs.

H. J. Res. 16. A joint resolution providing for pay to clerks
to Members of Congress and Delegates; to the Committee on
Appropriations.

H. J. Res. 261. A joint resolution for the appointment of three
members of the Board of Managers of the National Home for Dis-
abled Volunteer Soldlers; to the Committee on Military Affairs,

AGRICULTURAL DEPARTMENT APPROPRIATIONS.

The PRESIDING OFFICER (Mr. Lapp in the chair) laid
before the Senate the action of the House of Representatives
disagreeing to the amendments of the Senate to the bill (II. R,
18481) making appropriations for the Department of Agricul-
ture for the fiscal year ending June 80, 1924, and for other pur-
poses, and requesting a conference with the Senate on the dis-
agreeing votes of the two Houses thereon.

Mr. McNARY. I move that the Senate insist on its amend-
ments, agree to the conference asked by the House, and that
the Chalir appoint the conferees on the part of the Senate.

The motion was agreed to, and the Presiding Officer ap-
pointed Mr, McNary, Mr. Joxes of Washington, Mr. LENROOT,
Mr. Overmaw, and Mr. Saxarm conferees on the part of the
Senuate.

BIG BIOUX RIVER ERIDGE, 8. DAK,

The VICE PRESIDENT laid before the Senate the amend-
ment of the House of Representatives to the bill (8. 41381)
granting the consent of Congress to the city of Sioux City,
Iowa, and to Union County, in the SBtate of South Dakota, to-
construct, maintain, and operate a bridge and approaches
thereto across the Big Sioux River at a point 2% miles north
of the mouth of said river, between section 14, township 89,
range 48, Woodbury County, Iowa, and section 15, township 88,
range 48, Union County, 8. Dak., which was to amend the title
g0 as to read; “An act granting the consent of Congress to the
city of Sieux Oity, Towa, and to Union County, in the State of
South Dakota, to construct, maintain, and operate a bridge
and approaches thereto across the Blg Sioux River at a point
about 24 miles north of the mouth of said river, between section
14, township 89, range 48, Woodbury County, Iowa, and sectlon
15, township 89 range 48 Union County, 8. Dak.”

Mr. NORBECK. I move that the Senate concur in the amend-
ment of the House.

The motion was agreed to.
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BRIDGE ACROSS THE RED RIVER OF THE NORTH.

The VICE PRESIDENT laid before the Senate the amend-
ments of the House of Representatives to the bill (S. 4133)
granting the consent of Congress to the State of North Dakota
and the State of Minnesota, the county of Pembina, N. Dak.,
and the county of Kittsor, Minn., or any one of them, to con-
struct a bridge across the Red River of the North at or near
the city of Pembina, N, Dak., which were, on page 1, live 6, to
strike out “one™; and to amend the title so as to read: “An
act granting the consent of Congress to the State of North
Dakota and the State of Minnesota, the county of Pembina,
N. Dak., and the county of Kittson, Minn., or any of them, to
construct a bridge across the Red River of the North at or near
the city of Pembina, N. Dak.”

Mr, KELLOGG. I move that the Senate concur in the amend-
ments of the House. :

The motion was agreed to.

FIBST REPORT OF UNITED STATES COAL COMMISSION,

The VICE PRESIDENT laid before the Senate a communli-
cation from the secretary of the United States Coal Commis-
gion, transmitting, pursuant to law, the first report of the
commission, dated January 15, 1923, which was referred to the
.Committee on Education and Labor,

POSBITIONS IN UNITED STATES VETERANS' BUREAU,

The VICE PRESIDENT laid before the Senate a communica-
tion from the Director of the United States Veterans' Bureau,
transmitting, pursuant to law, a statement as of January 1,
1623, indieating the total number of positions at a rate of $2,000
or more per annum, the rate of salary attached to each position,
and the number of positions at each rate in the central office,

also a statement indicating corresponding information as of-

December 1, 1822, for the district and subdistrict offices, which
was referred to the Committee on Appropriations.

RURAL MARKETING AND CREDIT FACILITIES.

The VICE PRESIDENT. Morning business is closed.

Mr. McLLEHAN. Mr..President, I ask unanimous consent that
the Senate proceed to the consideration of Senate bill 4280.

There being no objection, the Senate, as in Committee of the
Whole, resumed the consideration of the bill (S. 4280) to pro-
vide eredit facilities for the agricultural and live-stock indus-
tries of the United States; to amend the Federal reserve act;
to amend the Federal farm loan act; to extend and stabilize
the market for United States bonds and other securities; to
provide fiscal agents for the United States; and for other pur-

poses,

The VICE PRESIDENT. The Secretary will resume the
reading of the bill,

The reading of the bill was resumed on page 15, line 10, as
follows :

No permit to begin business in any Btate of the United States shall
be granted to any corporation organized under the provisions of this
.act unless the Comptroller of the Currency shall determine that the
(laws of such State afford adequate protection to advances made upon
1the security of warehouse receipts covering agricultural commodities
or chattel mortgages upon live stock with respect to (a) bonding,
licensing, and ipnspectlon of warehouses; (b) recordation of chatte
morn?gm or deeds of trust on live stocﬁ: ¢) recordation of brands
or ather identit{lng marks on live stock; }d reporting and recordin
of interstate sh ?ments and slaughter of live stock; and (e) right o
mortgagee to release a portlon of the mortgaged property without
prejudice to the priority of lien as against junior llenors or other
creditors of the mortgagor.

SUPBERYISION BY THE COMPTROLLER OF THE CURRENCY.

SEC., 10. That all corporations organized under the provisions of this
act shall be under the supervision of the Comptroller of the Currency,
who shall be charged with the execution of all laws of the Unlted
States relating to the organization, regulation, and control of such
corporations. The comptroller shall exercise the same general power
of supervision over the operations of corporations organized under the
rovisions of this act as he now exercises over national banks under
he laws of the United States.

In. addition to the two I}eputybeCom{otmllem of the Currency now
provided for by law, there shall in the Bureau of the Comptroller
of the Currency a third Deputy Comptroller of the Currency, who shall
be appointed In the same manner and shall take a like oath of office
and give a like bond as the deﬁutx comptroller now provided for b
law. Under the direction of the Comptroller of the Currencf SUc
additional deputy comptroller shall have charge of the administra-
tion of the provisions of this act and shall orm such other dutles
as shall be assigned to him by the Comptroller of the Currency. The
Comptroller of ‘the Currency is hereby authorized to employ such addi-
tional examiners, clerks, and other employees as he shall deem neces-
gary to carry out the provisions of this act and to assign to duty in
the office of his bureau in Washington such examiners and assistant
fxaminars as he shall deem necessary to assist in the performance of

he work of that burean. The salaries of the Deputy Comptroliers
of the Currency and of such additional examiners, assistant examiners,
clerks, and other employees shall be fixed in advance by the Comptroller
of the Currency. he salaries of the two deputy comptrollers now
provided for by law and of all national-bank examiners and assistant
examiners assigned to duty in the office of the bureaun in Washington
in connection with the supervision of natlonal banks shall be con-
sldered part of the expenses of the examinations provided for by section

5240 of the Revised Statutes, ded ;

addltional deputy comptroller aansd non;e:“m;m::;g"tzeﬁ::f:tﬁgi giu:lill?
ers, clerks, and other employees appointed under the terms of this
act and assigned to duty In connectl':m with the administration of this
act shall be considered part of the expenses of the administration of
this act: Provided, however, That the salary of the additional deput,
comptroller provided for by this act shall be considered pllI'tlj'p ng
expense of the examinations provided for by section 5240 of the Re-
vised Statutes and partly an expense of tgo administration of this
act in proporiions to be deiermined from time to time by the Comp-
troller of the Currency with a view to a fair apportionment of such
expense, until such time as it shall be necessary for such additional
deruty comptroller to give his full time to the administration of this
act. The Comptroller of the Currency ghall have power to levy semi-
annually upon the corporations operating under the provisions of this
act, in proportion to their total assets, an assmmenf sufficient to pay
the expenses of the administration of this act for the ensuing half
Year, t%t;ﬂ.her with any deficit carr forward from the preceding half
car, ch such corporation shall pay the amount so assessed against
t to the Treasurer of the United States subject to the order of the
to be disbursed by the comptroller in pay-
ment of expenses incurred in the administration of this act,

The comptroller shall have power to appoint and fix the compensa-
tion of examiners to examine corporations organized under the provi-
slons of this act or to use national-bank examiners for this purpose.
All examiners appointed by him shall be subject to existing provisions
of law relating to national-bank examiners and to the provisions of
the Federal reserve act which prohibit national-bank examiners from

riorming any service for compensation for any bank or oficer and

om disclosing the names of borrowers or the collateral for loans
without obtain uge the written consent of the comptroller, and such
provisions shall held to apply to examiners appointed to examine
corporations organized under the provisions of this act,

Mr. SIMMONS addressed the Senate. After having spoken
for some time,

The PRESIDING OFFICER (Mr. Lapp in the chair). The
hour of 2 o'clock having arrived, it becomes the duty of the
Gl_mir to lay before the Senate the unfinished business, which
will be stated.

The ASSISTANT SECRETARY. A bill (H. R, 12817) to amend
and -supplement the merchant marine act, 1920, and for other
puUrposes.

Mr, OURTIS. I ask unanimous consent that the unfinished
business be temporarily laid aside,

‘The PRESIDING OFFICER., Without objection, it is so or-
dered; and the Senator from North Carolina will proceed.

Mr. SIMMONS. Mr. President, I wish to submit for the
consideration of the Senate some observations upon the pending
bill, commonly known as the Capper bill. I do not wish what
I shall say to be understood as importing opposition to its enact-
ment, but as in the nature of criticism of it upon the ground
of its insufficiency and inadequacy to accomplish the professed
purpose of its sponsors.

I do not say that the proposed bill is bad legislation or
that it will be hurtful legislation. I do not see any special
harm to come from the enactment of it. Legislation of this
character ordinarily might be treated with more or less indiffer-
ence, but for the fact that the ineffectiveness of legislation
mtended to meet an emergency calling for prompt and effective
action frequently operates as an embarrassment and hinders
the adoption of necessary legislation. For this reason, while 1
see no special harm in the pending bill, I am very much
afraid its enactment will be made the excuse for the postpone-
ment of proper and adequate legislation.

I regard the Capper bill as of very little consequence so far
as it Is designed in any way to help agriculture, to help the
so-called “ dirt” farmer, the man who makes his living by the
cultivation of the soil. My reasons for this opinion are two-
fold—first, because I do not believe that in the agricultural
sections, as distinguished from the stock-raising sections, the
machinery provided in this bill will be put into operation,
because its provisions will be found impracticable of successful
application to the conditions,

I do not doubt that the provisions of the bill relating to
stock raising will be both practical and helpful in the great
stock-raising sections of the counfry. I can readily conceive
that in that portion of our country where the chief industry Is
stock raising upon a large scale there may be inducements
sufficient to interest capital to invest in the establishment of
the loaning corporations provided in this bill, notwithstanding
their limited field of operation. My second reason for the belief
that this bill will not be of help to agricultural interests is
because the restrictions imposed upon advancements for this
purpose make it valueless to the farmer,

With these general observations, I want to address myself
to the provisions of this bill; and let it be understood now that
I am not speaking of the Lenroot bill, and let it also be under-
stood that I am not speaking of the provisions in the bill
which propose to amend the Federal reserve act and the farm
loan act. Provisions for the amendment of those two Federal
agencies are contained both in the Capper bill and in the Len-
root bill. I think the amendments so proposed are very val-

Comptroller of the Currency,
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uable and will be helpful to the farmer and the stock raiser.
1 am now addressing myself exclusively to the new system of
agricultural credits which the Capper bill undertakes to create
and put into operation.

The bill provides a system of primary credit corporations,
corporations created for the purpose of lending money to
farmers and stock raisers, corporations the capital of which is
to be altogether furnished by individual subsecription. These
banks are each to have a paid-in capital of §250,000 before they
are permitted to commence business. The bill also creates a
system of rediscount credit corporations, each with a paid-in
capital of not less than a million dollars, which capital must
also be raised by private or corporate subscription.

These banks—and they are in a sense banks, though called in
the bill corporations—whether primary banks or rediscount
hanks, are to be owned and operated entirely by private capital.
The Government is not to invest a penny under the plan. The
only thing the Government has to do with it is to maintain,
through the Comptroller of the Currency and the board put in
charge of the system, a general supervision and control over
the operations of the institutions of the system, largely for the
purpose of stabilization and safeguarding these institutions
against mismanagement. My chief objection, as indicated, to
the measure is the ineffective and misleading manner with
which it deals with agriculture. First, so far as the farmer is
concerned, as 1 have already said, the scheme is wholly im-
practicable and will not become operative in the agricultural
States, and for two good and sufficient reasons,

First, it will be exceedingly difficult, if not imnpossible, to
raise the capital with which to start the business and establish
the banks. Two hundred and fifty thousand dollars is a large
sum of money, especially when it must be raised in large part,
if raised at all, by an industry which admittedly is not pros-
perous at this time, which is a borrower of money, and there-
fore without ability to furnish the cash capital required in the
establishment of these institutions.

Mr. TOWNSEND. Mr. President— .

The VICE PRESIDENT. Does the Senator from North Caro-
lina yield to the Senator from Michigan?

Mr. SIMMONS. I yield.

Mr. TOWNSEND. I have not studied the bill carefully, but
1 am curious to know whether under it the stockholders and
incorporators would be confined to farmers.

Mr. SIMMONS. No; they would not.

Mr, TOWNSEND. Anyone could organize these corpora-
tions?

Mr, SIMMONS, I shall get to that within a few minutes.
I said that if a farmer were able and had the money he no
doubt would be tempted to invest it, because if established the
system would furnish a source of credit which in some way
might be helpful to him, and if he had the money he would
have an interest in investing it in this way. But outside
capital does not have that personal interest in the creation of
such banks. Outside capital would only invest in it, therefore,
when there appeared a profit-earning possibility.

The system is defective not only from the standpoint of the
inability of the farmer, who is immediately concerned, to fur-
nish the money, but it is defective in that it does not offer
a sufficient profit inducement to tempt outside capital that
might otherwise invest. Let me develop that. Why do I say
that? T say that for the reason that according fo the very
terms and conditions of the bill these banks, located in agri-
enltural districts, as distinguished from stock-growing districts,
are so circumscribed and so limited as to the character of busi-
ness they may do as to afford no adequate inducement to out-
side eapital.

Mr. TOWNSEND.
what I have in mind

AMr. SIMMONS. Will not the Senator just let me finish de-
veloping that, and then I will be very glad to have him inter-
rupt? I want the Senator to let me state the facts upon which
I base that conclusion. I base it upon facts disclosed in the
bill, and I want to state them, because I think probably they
have not been called to the attention of the Senator or the
Senate. Then I shall be more than delighted to have him
interrupt me.

Let me call attention, in support of my contention, to section
4. It reads as follows:

That each corporation so organized shall have power under such rules
and r tions as the Comptroller of the Currency may prescribe—

(1) To make advances upon, to discount, to rediscount, or purchase,
and to sell or negotiate, with or without its indorsement or guaranty
notes, drafts, or bills of exchange and to accept drafts or bills of
exchange, which—

LXIV—114

In order that the Senator may answer

I ask the Senator from Michigan [Mr. Townsexp] if he is
following me, to note the word * which "—
which—

(a) Are issued or drawn for an agricultural purpose or the proceeds
of which have been or are to be used for an agricultural purpose.

(b) Have a maturity at the time of discount, purchase, or acceépiance
not exceeding nine months,

(c) Are secured at the time of discount, purchase, or acceptance by
warehouse receipts or other like documents conveying or securing title
to nonperishable and readily marketable agricultural products.

Now, there is not a line in the bill authorizing the corporation
to extend any relief to agriculture by direct loan except that
provision, which provides that the loan must be for an agricul-
tural purpese, the maturity must be not exceeding nine months,
but that no loan for an agrieultural purpose for nine months or
any other length of time shall be made except it be secured by
warehouse receipts upon nonperishable agricultural products
that are readily marketable. So that the sole and exclusive
funetion and business of the corporation in a purely agricultural
section would be to lend to farmers for agricultural purposes
only where the debt was secured by a warehouse receipt

That is all the business the bank can do. It can not lend to
a farmer for the purpose of helping him to produce a crop. It
can not make a loan to the farmer upon his land. If ‘can not
lend to the farmer upon his horses, his mules, his tractor, his
wagons, his carts, or his farming implements, however valuable
they may be. It can not lend to him upon his growing crop,
although it may be planted and may be in a thriving condition
and may promise large returns. It can not make a loan to the
farmer upon personal security of any kind, or upon solvent
indorsement. His character, his ability, and his reputation for
thrift count for nothing in the transaction. The bank, so far
as agricultural advances are concerned, can do no business
under these provisions except to loan or discount paper secured
by mortgage or lien for nonperishable, readily marketable
agricultural products.

How does anyone expect a bank with no right to receive
deposits, with such restrictions upon its power to do business,
to get capital from the outside? If the farmers wish to raise
money for the purpose of establishing a bank and desire the
assistance of outside capital, they can go to the State and apply
for a charter by the same general processes that are set up in
the bill, and get it authorizing the creation of a bank for agri-
cultural purposes in the main, with the right and privilege to
do a general banking business, with less hampering requirements
as to supervision, reserves, and so forth. Why should the
farmer or why should outside investors in these circumstances
invest their money in a bank of the sort proposed in the pend-
ing bill?

I now yield to the Senator from Michigan if he still desires
to interrupt me.

Mr, TOWNSEND. I do not construe the bill as the Senator
does. Subdivision (e), to which the Senator referred, under
section 4, is a provision by which the bank can rediscount paper
that is sent to it. It has the ordinary power, as I understand
it, of the ordinary bank. It has the special privilege, which the
ordinary bank does not have, of rediscounting such paper as
that to which the Senator has referred. But that is only one
subdivision relating to the powers of the bank.

Mr. SIMMONS. Will the Senator be so kind as to point out
to me one word in the bill that authorizes them to receive de-
posits or do any kind of banking bus.ness except to lend money
for agricultural purposes under conditions such as I have de-
scribed? The provision with reference to advances on stock is
more liberal, but I am now addressing myself to agricultural
loang——

Mr. TOWNSEND. I think it refers equally to nonperishable
agricultural products as it does to stock raising. That is my
understanding of the bill.

Mr. SIMMONS, The power to lend money upon notes for
agricultural purposes upon nine months' maturity is limited by
the terms of the bill which I have read to paper secured by
agricultural products, ~

Mr. TOWNSEND. The bill gives the banking corporation
to be created the power to charge the same rate the ordinary
bank does.

Mr, SIMMONS.
permitted to make,

Mr. TOWNSEND.
rates, then.

Mr, SIMMONS. I submit that the chairman of the com-
mittee will not eontend that under the bill a bank could lend
money for agricultural purposes except as I have indicated.

Mr. McLEAN. A bank?

Where it makes a loan of the kind it is

It has the same advantages as to interest
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Mr, SIMMONS.
Capper bill.

Mr. McLEAN. The Senator loses sight entirely of the nmew
section 13a.

Mr. SIMMONS. At what page?

Mr. McLEAN. Page 35.

Mr. SIMMONS. That is with reference to loans by the
Federal reserve banks.

Mr, McLEAN. Yes.

Mr. SIMMONS, I have already stated that T am not dis-
cussing at this time the proposed amendment of the Federal
reserve act. I am discussing the provisions of the Capper bill
outside of the amendments proposed to the Federal reserve act.
1 stated distinetly in the beginning that I would not at this time
discuss the amendments which are proposed to the Federal
reserve act and which I said are very valuable.

Mr, TOWNSEND. I beg the Senator’s pardon. I supposed
he was talking about the bill and the amendments which were
reported to the committee and are now before the Senate.

Mr. SIMMONS., I am talking about the Capper bill.

Mr. LENROOT. Those provisions are in both bills,

Mr. SIMMONS. I know they are in both bills; but the bank
which is authorized to be set up under the provisions of the
Capper bill can not make an agricultural loan, as I understand
it, nnless that agricultural loan is secured by a warehouse re-
ceipt. Is not that true?

Mr. McLEAN, ¥Yes; that is true so far as those corporations
are concerned. But if the Senator will take into consideration
the amendments proposed to the Federal reserve act it will
be seen that what we call growers’ paper—notes secured by
nothing except the character of the farmer if he wants the
money for the purpose of buying fertilizer or horses or mules
or implements—may be accepted. He can go to any bank and
get his note for nine months discounted, and thus that note is
eligible for rediscount in the Federal reserve bank,

We have gone to all lengths in the matter of extending credit
to growers, far beyond anything that was recommended by
the commission of agricultural inquiry, because they insisted

The bank which is to be created under the

that the limit should be six months; and yet upon further-

deliberation the committee felt that they would go to all lengths
in extending to growers an accommodation of nine months’
maturity.

Mr. SIMMONS. Oh, yes; but that, if the Senator will par-
don me, is a loan to be made by a Federal reserve bank.

° Mr. McLEAN. Yes; by the bank.

Mr. SIMMONS. And not by the bank about which T am
talking; not by the bank permitted to be set up under the bill

Mr. McLEAN. Not by the Federal reserve bank, but by a
member bank; any bank that is a member of the Federal
reserve system.

Mr, SIMMONS. Yes; but these Capper bill banks are not
to be members of the Federal reserve system.

Mr. McLEAN. No; we did not intend that they should be.
They are finance corporations.

Mr. SIMMONS. ILet me call the Senator’s attention to sec-
tion 13a, and that is very valuable. I will say to the Senator
that T am exceedingly glad we are to have an amendment of
that sort to the Federal reserve nct. It reads:

Upon the indorsement of any of its member banks, which shall be
deemed a walver of demand, notice, and protest by such bank as to
its own indorsement exclusively, any IFederal reserve bank may dis-
count notes, drafts, and bills of exchange issued or drawn for an
agricultoral purpose or based upon live stork and having a maturity,
at the time of discount, exclusive of days of grace, not exceeding
nine months,

That is a loan authorized to be made by the Federal reserve
bank. That is not a loan authorized to be made by one of
the agricultural eredit banks. Th:t is the point I am making.
I am making the point that the credit banks are not authorized,
under the terms of the bill, either expressly or impliedly, to
lend money upon agricultural paper, except when secured by a
warehouse receipt. -

Mr. McLEAN. The Senator even there is confining the limits
of the bill to chattel mortgages or other like instruments.

Mr. SIMMONS. That is as to live stock,

Mr. McLEAN. Not necessarily.

Mr. SIMMONS. The very language confines it to live stock,
if the Senator will pardon me. The language then proceeds:

Or by chattel mortgages or other like instruments conferring a first
nndkpttfra,muunt Tien upon live stock which are belng fattened for
IMATKe

That is the provision defining the powers of the proposed
rural eredit corporations or banks proposed to be created by the
Capper bill with loans to stock raisers.

Mr, STERLING. Mr. President, if the Senator will yield——

Mr. SIMMONS. Certainly.

Mr. STERLING. There is other language in connection with
the term * warehouse receipts ” which the Senator from North
Carolina does not seem to take into consideration.

Mr. SIMMONS. *“Or other like documents.”

Mr. STERLING. The language to which I refer is—
warehouse receipts or other like documents conyveying or securing title
to nonperishable and readily marketable agricultural products,

Of course, there may be something else than the warehouse
receipts, distinctively so known, upon which he may procure a
loan—other documents conveying or securing title than ware-
house receipts. A warehouse receipt is evidence of his title to
so much grain in the warehouse. So a bill of sale is evidence
of his title to the property.

Mr, McLEAN. The Senator is right in that the paper must
be secured.

Mr, SIMMONS. Yes; the paper must be secured and it must
be secured by warehouse receipts or other documents covering
nonperishable agrienltural products—warehouse receipts or
other documents conveying or securing title. What is the differ-
ence? There is no difference, of course. We may have a ware-
house receipt or some other document conveying the same title,
but the peint I am making is that it is confined to nonperishable,
readily marketable agricultural products—things already pro-
duced. It makes no difference whether the pledge of the prop-
erty is by warehouse receipt or other conveyance of title.

Mr. STERLING. My idea was simply that it should not be
confined to warehouse receipts; and the Senator from North
Carolina, I think, shares that impression.

Mr. SIMMONS, The same principle is applicable, no matter
whether the particular paper taken is a warehouse receipt,
chattel mortgage, or any other “ like document.” The language
is * warehouse receipis or other like documents conveying or
securing title to nonperishable and readily marketable agricul-
tural products.” So what I said holds. Not a dollar may be
loaned by these proposed credit corporations for agricultural
purposes, for nine months or any other length of time, unless
the loan be secured by a mortgage or warehouse receipt upon
“ nonperishable and readily marketable agricultural products,”
which means, of course, that the crop must be produced, the
thing must be in existence, it must be nonperishable, and it
must be readily marketable. That is the limitation upon the
power of these institutions to lend money for agricultural pur-

poses.

Mr. TOWNSEND. Does the Senator believe that such loans
should be made without security?

Mr, SIMMONS. They must be made upon this partienlar
security the bill provides; they may not be made upon any
other kind of property.

Mr, TOWNSEND. I ask the Senator does he believe that the
banks should be authorized to loan without adequate security?

Mr. SIMMONS. Certainly not; but if the bank is to be of
any service to the farmer, if it is to be sufficiently profit-earning
to induce capital to enter into it, so as to make it feasible and
practicable to establish such banks, if it is to be either bene-
ficial to the farmer, in fact, if it is to ever come into existence,
I think we shall have to broaden its lending powers and not
limit them to lending money to farmers upon the conveyance
of title to * nonperishable and readily marketable agricultural
products” which have already been produced. We have got to
extend the power of the bank to lend money to farmers upon
any security which may be adequate and may be approved, for
the purpose of enabling them not only to sell the crops they
have already produced but to finance the making of the crops
which will never be produced uniegs the farmers can finance
their produgtion.

Mr. CAPPER. If the Senator from North Carolina will
yield, I desire to say that I hope he will keep in mind the fact
that the agencies set up in title 1 are not banks, and it is not
contemplated that they shall attempt to do what {s commonly
known as a banking business or to take care of production
credits.

Mr. SIMMONS. I wish to have the Senator who introduced
the pending bill or the chairman of the Committee on Banking
and Currency to answer a question. It does not make any dif-
ference whether the $250,000 capitalized primary lending insti-
tutions which the bill authorizes to be established be called
banks or corporations, for they are intended to perform some
of the functions of a bank and some of the functions of a cor-
poration, and may be called one or the other; but do the Sen-
ators or any of those who have interrupted me contend that
under the terms of the pending bill those institutions will be
able to advance money to farmers for agricultural purposes ex-
cept it be upon security in the nature of a lien or a mortgage
or a warehouse receipt upon “ nonperishable and readily mar-
ketable agricultural products”? Do those Senators contend
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that those institutions will have any power to lend money upon
the security of any property other than that I have specified,
or will have any power to receive deposits or to conduct general
loaning or banking business? As I have indicated, by the very
terms of this bill, which, of course, will be subject to strict
construction, will not their lending power for agricultural pur-
poses be restricted to the security upon the class of products
to which T have referred? I ask the chairman of the Commit-
tec on Banking and Currency if that is not true?

Mr. McLEAN. 1 think the Senator from North Carolina is
right,

Mr. SIMMONS., Then we have that point established. It
is true that the committee has inserted in the bill—and I thank
him for it and I thank the committee on Banking and Cur-
rency for it—an amendment greatly enlarging the functions
of the Federal reserve banks and their member banks with
reference to making loans to farmers. It is very valuable;
but those are loans which the member bank of the Federal
reserve system is authorized to make to farmers and not
loans which are authorized to be made by the proposed rural-
eredit corporations which the Capper bill sets up. I am glad
we now have that distinction well established.

Mr. President, I wish to ask as a practical business ques-
tion, is it conceivable that outside ecapital would furnish the
money to establish the proposed banks in view of their narrow
and limited power to carry on business, for they are limited to
loans to stock raisers and farmers and can only loan to a farmer
on pledge or conveyvance of nonperishable farm product already
produced and ready for market.

The banks preposed to be created must have a pal l-in capital
of $250,000 each, and when the farmers succeed in getting
the money for such a bank and it is paid in, one-fourth of it
must be taken out and deposited with the Federal reserve
bank as a reserve fuind, and if the farm-credit bank creates
an indebtedness it must increase its reserve fund in the Fed-
eral reserve bank, so that, including the 25 per cent, it will
alwayvs equal 73 per cent of the entire indebtedness of the
corporation.

I am not going to stop at this point to eriticize that feature,
but it is a very strange thing to me that this provision with ref-
erence to reserves should have bheen put into this bill. If it
were thought necessary to require these banks to use one-
fourth of their capital as reserve, why did the bill require
these funds of the farmers, so to speak, this money raised for
the purpose of financing the operations of agriculture, to be
placed in the Federal reserve banks, thereby using the farmers’
money for the purpose of swelling the rediscount resources of
the commercial system?

There is proposed to be set up here in juxtaposition with
this primary bank a rediscount farmers corporation with a
capital of a million dollars. Tts function, and its sole funection
under this bill, is to redigcount the paper of the primary credit
corporation or bank; it is the reservoir from which the primary
banks may draw their means to finance their customers, just
as the Federal reserve banks constitute the reservoir from
which the member banks of that system may draw in case of
need. Why does not the bill permit the reserve fund of 25 per
cent which is exacted from the primary corporations or banks
of this new system to be deposited with the rediscount agri-
cultual banks and thereby strengthen the reservoir from
which they may by drawing rediscounts supply the cash re-
quirements instead of putting it in the commercial banks?

Mr. McLEAN, As to the million-dollar bank, the rediscount
bank, it is not required to have any reserve at all, and sound
banking would require that there should be a liguid reserve
for the system somewhere. So the bill requires that such
reserve shall be kept by the smaller banks, and it might as well
be kept in the Federal reserve system as anywhere else, be-
cause it can not be used.

Mr, - SIMMONS. Mr. President, let me get another thought
before the Senate. I was happy to make clear to the Senate
the other proposition which I have presented. The system pro-
posed to be set up for the farmers by the pending bill is cham-
pioned by the chairman of the agricultural bloc in this body.
It is analogous in its framework to the Federal reserve system.
It has its member banks, namely, the $250,000 primary banks;
it has its parent bank, to wit, the million-dollar rediscount
bank. One is a local bank; the other is a rediscounting bank.
The rediscount bank takes the place of the Federal reserve
hank ; the lending bank takes the place of the member bank
in the Federal reserve system. When the member bank in the
Federal reserve system is required to deposit a reserve, it de-
posits it with the Federal reserve bank. That is its discount
bank; and that strengthens that bank.

Now, when we come to a farmers' system it seems to me—
and if I am wrong about it I wish to be put right—if we are
going to require the member corporation, so to speak, the
primary lending bank, to take one-fourth of its funds and put
them in a reserve fund to be deposited somewhere else, by
analogy with the Federal reserve system, the bill ought to
require that that reserve fund shall be deposited in this redis-
count bank, thereby strengthening and angmenting its ability to
aid the primary institutions of the system. It seems to me that
the farmer is done an injustice when this reserve fund, which
comes ouf of the capital he invests in his primary lending bank,
is deposited in the Federal reserve bank instead of the redis-
counting banks of the new system.

Mr. McLEAN, Mr. President, it is desirable to have a reserve
somewhere, :

Mr. SIMMONS, I am not objecting to a reserve; I am object-
ing to its diversion from the farm credit system.

Mr. McLEAN. The Senator will concede that there should
be a liquid reserve somewhere.

Mr. SIMMONS. I am not objecting to a reserve. The Sen-
ator does not understand me as making any objection or any
criticism as to the reserve. It is all right. It is intended to
secure the creditors of these banks, and it is all right. The
point I am making is that you ought not to take this fund that
is part of the farmer's financing fund and deposit it in an
agency of the commercial banking system. You ought to de-
posit it in the rediscounting bank which you have set up for
the benefit of the farmer and as a part of your rural credit
system.

Mr, McLEAN. It would not add to the rediscounting power
of the smaller bank to require that its reserves be deposited
with the parent bank. It would not add a dollar to its money-
lending facilities or power. The Senator can see that. s

Mr. SIMMONS. Does the Senator from Connecticut mean to
say that all the reserves that are deposited in the Federal re-
serve banks do not in any way strengthen those institutions?

Mr. SMOOT. They do not weaken the banks, however.

Mr. SIMMONS. No; but they strengthen those institutions
instead of strengthening the institution of the farmer. You
have set up here one system for your commercial bank, and
you are proposing to set up another system for agriculture. I
do not want you to undermine that in any way. I do not want
you to take any prop from under it. I do not want you to use
the farmers' fund for the purpose of strengthening some other
system, :

Mr. McLEAN. The smaller banks can discount up to ten
times their capital and surplus. No limit at all is put upon
the parent bank. There is no trouble about the parent bank
discounting any quantity of paper that is presented by the
smaller banks, provided it is approved by the Federal Reserve
Board; so that it would not strengthen the smaller banks a
particle if they kept their reserves with the parent bank.
Moreover, the law provides that the Federal reserve banks may
purchase the aceeptances of the parent bank, the million-dollar
bank, and there you complete your chain; and it seemed to the
committee that it was altogether proper that these reserves
should be kept with the Federal reserve banks,

Mr. SIMMONS. Of course, I do not agree with the Senator,
and I ask if he can show any reason why these reserves should
not be kept with the farmers' rediscounting institutions?

Mr. McLEAN. I know of no reason why they should be kept
with the parent bank. It would not benefit the smaller banks
a particle; and in view of the fact, as I have just said, that
the Federal reserve banks may purchase the acceptances of
the large banks whenever they think the public interests re-
quire it, it is entirely proper that the reserves should be kept
with the Federal reserve banks.

Mr, SIMMONS. Oh, Mr. President, that is beside the point.
It is true, of course, that there is a provision in the amendment
which the committee proposes to the Federal reserve system
that authorizes the Federal reserve banks in certain conditions
to purchase or to rediscount the paper of the rediscount agri-
cultural ecredit associations; but that is the only provision
there is in the bill for the rediscounting by the Federal Re-
serve Board of any of the paper of these agricultural banks,
either the primary bank or the rediscount bank. Here is the
provision :

That the Federal reserve act, as amended, be further amended by
adding at the end of section 14 a new paragraph, as follows:

“(f) To purchase and sell in the open market, either from or to
domestic banks, firms, corporations, or individuals, acceptances of cor-
porations organized under the Federal agricultural credits act when-
ever the Federal Reserve Board shall declare that the public interest
g0 requires.”

There is not a line in this bill that directly provides that
either the small bank or the big agricultural bank can discount
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its paper with the Federal reserve banks, except the provision
that in case the Federal Reserve Board shall find and declare
that the public interest requires that that be done, it may then
be done. In other words, if a war emergency or some other
condition of things more distressing than the present doleful
state of affairs in agriculture shall happen, then, to save the
situation, as an emergency measure, the board may, if it can be
persnaded and if the financial interests will permit it, declare
that there is a public necessity for the rediscount of this paper
by the Federal reserve bank, and then it may rediscount it, and
not until then. With the rediscounting powers of the Federal
reserve bank as broad as they are for the accommodation of
commercial interests, when the farmer's paper comes there,
and comes through a bank created by the Federal Government
under the protection of the Federal Government, why should
it be necessary to gather together that board and to convince
them that a very exceptional and extraordinary situation has
heen created in order that the farmer’s paper may enter the
gacred portals of the commercial reserve banks of the country?

Mr. McLIZAN. Of course, the Senator knows that we are not
creating commercial banks. We are creating these new cor-
porations.

Mr. SIMMONS. Yes: and why such iniquities, why such in-
justice, why such discrimination against the farmer?

Mr, McLHAN, We can not give them all the privileges of the
member banks when they are in no sense banks. They can
not accept deposits. They are organized merely for the pur-
pose of financing particularly the cooperative marketing asso-
ciations; and there is great need, as it seems to the committee,
of establishing organizations for that purpose.

Mr, SIMMONS, If the Senator will pardon me, you permit
them to lend money. You permit them to discount paper. You
assume control and supervision over them. You have them
examined. You require them to deposit with the Government
a reserve fund to secure their obligations and their notes, and
yvet you say that they are not banks in the sense that the
paper which has come into being through an instrumentality
that you provide is not entitled to equal participation in the
benefits of your Federal reserve discounting system.

Mr. McLIEEAN. We did not believe that it was sound bank-
ing or proper to give to these institutions all the benefits and
rediscounting privileges that the member banks of the country
have,

AMr, SIMMONS. Mr. President, that s beside the question.
‘It may not be proper to confer upon them the broad functions
of banking that you have conferred upon the commercial banks.
T think it is, but in your judgment it may not be proper; but
you have found that it was proper to confer upon them cer-
tain banking functions, the power to do certain things, and
very important things. that banks do, and that power involves
the issuance of paper and the discount of notes; and to carry
on that system which you have inaugurated they ought to have
the same privileges of rediscount with the Federal reserve
system which is8 given to like paper and like business when
ecarried on by the member banks of the Federal reserve system.

Mr. McLEAN. The committee felt—and I think the com-
mittee was entirely right in its conclusion—that these institu-
tions, if they wanted to receive the Dbenefits of the Federal
reserve system, should organize banks, and not these finance
corporations. If they want to do a banking business, let
them organize as banks: Their capital of $250,000 renders
them eligible, and there is no objection to their doing that; but
we felt that it was a very promising experiment fo try to
ormanize these rediscounting corporations for the purpose of
accommeodating the cooperative marketing associntlons.

1 know that in my section of the country the growers of
tobacco have recently formed a large cooperative assoeciation.
They have succeeded in getting their accommodations at the
banks, to be sure; but had one of these large corporations been
formed it is quite probable that they could have gotten their
accommodations there, possibly at a lower rate of interest.
It is unwise to invite a pyramiding of these rediscounts, first
in the primary bank or the smaller bank, then to rediscount
with the parent bank, and then for the parent bank to take it
to the Federal reserve bank. It seemed to the committee that
it was unwise to confer upon these corporations all the powers
and privileges of rediscount which the national banks now
have, and I think it is unwise.

Mr. SIMMONS. That i{s merely the Senator’'s opinion, of
course, and I find no argument to support it in what he has
just said. I have pursued that line of argument as far as I
care to and I am satisfied to let it rest there.

Mr. President, when I was diverted into the discussion of
this reserve provision of the bill I was laying down the propo-
sition that it was perfectly evident from a business standpoint

that this measure, so far as it seeks to help agriculture as
such, probably would be found inoperative, and would seldom,
if ever, be invoked. I think that is too clear to require fur-
ther demonstration. There would be no way to get the money
to set up these banks. The farmer does not have it. If he
had it there would be very little inducement to put it in.
The outside investor will not do it because the business which
the corporation may do—and I am speaking of a strictly
agricultural community, not of a stoek-raising community—is
g0 limited and so narrow that there is really no prospect of
profit. Besides, if the farmer wants to establish an institution,
and he can raise the money for the purpose for which these
corporations are proposed to be created, he can get a charter
from his State just as well as he can from the Federal Govern-
ment, and a charter which will not so circumseribe and limit
his activities.

Under this bill he is denied the right to receive deposits.
Deposits constitute largely the money with which commercial
banks do their business. The only means these banks have
of inereasing their capital Is to sell more stock or to sell
debentures, and incur debt. Whether those debentures will
be salable in the markets or not, I think is exceedingly ques-
tionable. I doubt very much whether they would meet any
ready response in the market unless the interest rates were
exceedingly high, because the privilege of exemption from
taxation, which is conferred upon the farm-loan banks, and
even the joint-stock lands banks, is denied to these banks. The
only source of funds, therefore, is through the creation of
debts, and they can only borrow upon bonds. They can not
borrow upon their notes at the commercial banks. They are
not authorized to borrow money except upon debentures se-
cured by such collaterals as they may take in the course
of their business.

Denied these powers to do business generally, out of which
great profits can be made in case they should get a charter
for a State bank, does anybody believe that they would delib-
erately invest their money in a Federal bank with these lim-
ited powers, when by investing their money in a State bank
they might do everything that is provided in this bill as per-
missible for the corporation to do, and, in addition to that,
might carry on the general business of a banking and trust
company ? -

But suppose we concede that these banks will be attractive
Investments, which they will not be, and that they will be
established all over the country, which they will not be, and
that they will furnish to the farmers of the United States
abundant credits for the purpose of miarketing and distribut-
ing their products. Even so, is that all the relief the farmers
of this country are asking or are to get from the Congress?
Is the financing of the distribution of the farmer’s crop the
main trouble with which he now struggles and labors?

Are there not outside of this system reasonably adequate
facilities with which the farmer can finance this part of his
operations? The cooperative associations which this bill per-
mits to take the benefit and advantage of this act—these co-
operative associations, created for the purpose of marketing
and selling the farmer’s produets, are coming rapidly into be-
ing all over the country, and I take it that within a very short
time especially the nonperishable crops of this country will be
largely sold through those associations. They will become the
great distributing agencies of farm products in this country.
They largely are now, in some parts of the country. They are
functioning splendidly. But I do not think they are in any
great distress about getting money.

There is nothing I can see in (e Federal reserve system
which interferes with their getting relief through it. They
have the farmer's products in their hands. Is it cotton? Is
it tobacco? It has been turned over to them. The legnl title
has been vested in them upon the making of a small eash pay-
ment. They have a perfect right to mortgage or pledge it to
secure money. They need to secure it at one time for only
enough to make one payment—first the advance payment, then
the first deferred payment, then the second deferred payment,
and then the last deferred payment. These payments come in
regular order, When they pledge the crop for the first pay-
ment, the whole crop is mortgaged and the security is super-
abundant. When they have sold off a part, the loan made to
get the money for the first payment is canceled, and then they
have the balance of the crop to secure the second deferred pay-
ment ; and the process goes on until the end.

The point I am making is that there is in the hands of these
associations an abundance of the very best security in the
world, and all they need is a loan for three months for the next
deferred payment, and that they can secure from the Federal
reserve banks through their member banks or the War Fi-
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nance Corporation, because their paper is eligible paper. But
independently of the Federal reserve bank, I do not think these
cooperative associations have found any difficulty in getting
advances upon these products to finance their distribution by
orderly marketing processes,

It is not a matter of borrowing money when the crop is
made and harvested. When the crop is harvested the farmer
has something to sell to get money. He has tangible security
to offer for a loan, if he does not wish to sell. He is not in any
particular distress with reference to borrowing money upon the
pledge of his finished produet. That is not the time when he
is in need of money. The time when he needs money and can
not get it is when he is making that crop. He needs money to
buy his horses and his mules, to buy his tractors, to buy his
trucks, to buy his farming implements, to buy the seed which
he plants, to pay for the labor employed in the making of his
erop. For nine long months, beginning with January and ending
about October, the farmer is spending money from day to day,
not little money, but big money, in the preparation of his land,
in the cultivation of his crops, in the harvestibhg of his crops,
and during that time no money is coming in from any source
whatsoever. It is to meet these daily expenditures, when he is
getting no money, when he has nothing to sell, when he is engaged
in the intensive and expensive processes of production, that he
needs help. He does not so much need help when his labors are
finished, when his daily expenditures are over, when his product
is ready for the market, and the market is ready to take it,

I want to ask the sponsor of this bill, who sits befere me,
Senator Capper, if there is one line in his bill, if there is one
syllable in hig bill, which provides for lending one dollar to the
farmer for the purpose of enabling him to produce a crop? And
I wish to remind him that it must be obvious to him and every-
body that if the farmer can not finance the production of his
erops there will be no produets upon which he can borrow money.

Mr. CAPPER. I will say to the Senator that we do not under-
take to handle production credits through the machinery set
up by this bill. This measure simply undertakes to aid in the
orderly marketing of the products of the farm by creating these
agricultural credit corporations and the rediscount corporations
which will handle the farmer’s paper, and it liberalizes the
banking machinery we already have with reference to agricul-
tural paper, widens the door to the Federal reserve bank, and
enlarges the opportunities for the marketing of a certain class
of agricultural paper, which will probably be of longer ma-
turity, and which as a rule banks now are not anxious to handle,
They prefer the short-time, liquid paper, but we undertake
now to find another outlet through these agricultural credit
.corporations and through these larger rediscount corporations
for that large volume of paper which as a rule probably would
run from six to nine months and which is confined largely to
the marketing of the products of the farm and to the live-stock
industry.

Mr. SIMMONS. Mr. President, I will concede that the bill is
much more liberal in its terms with reference to financing the
live-stock industry. The point I wish to bring to the attention
of the Senate is that there is a strange omission in this bill.
I had understood that the representatives of the farm bloc
were proposing to deal with these problems in a broad and gen-
erous way toward the farmer, but there is a strange omission
in the bill to provide any means by which the farmer can ob-
tain credit to enable him to make his crop. After he has made
his erop this bill provides, as do other bills, a source from
which he can get credit. But when it deals with the farmer,
even after he has made the crop, it allows him to discount
his paper with his bank only upon his giving security upon
his crop.

1t does not even permit him to take advantage of this sys-
tem for the purpose of borrowing money upon his own credit,
wpon his personal property other than his crops, or upon per-
sonal indorsement, in case it should be convenient for him to
present solvent indorsements. It seems to me it deals very
hardly with the Peal farmers.

The PRESIDING OFFICER (Mr. Lapp in the chair).” The
hour of 2 o'clock having arrived, it becomes the duty of the
Chair to lay before the Senate the unfinished business, which
will be stated.

The AssisTanT SecrReETARY. A bill (H. R. 12817) to amend
and supplement the merchant marine act, 1920, and for other

purposes,
" Mr, CURTIS. 1 ask unanimous consent that the unfinished
business be temporarily laid aside.
The PRESIDING OFFICER, Without objection it is so or-
dered, and the Senator from North Carolina will proceed.
Mr. WALSH of Montana. Mr. President
The PRESIDING OFFICER. Does the Senator from North
Carolina yield to the Senator from Montana?

Mr. SIMMONS. T yield.

Mr. WALSH of Montana. When the original draft of the bill
under consideration was first presented to an assemblage of
Senators, who heard it advocated by representatives of the
National Live Stock Associa¢ion, I called attention to the fact
that while it did, as now suggested by the Senator from North
Carolina, seem to make provision for the necessities of the live-
stock growers, and also made provision for borrowing the money
on crops that had already been made, it did not cover the entire
ground, in that it contained no provision whatever, so far as I
liave been able to discover, that would provide for the financing
of the producing of the crop.

Mr. SIMMONS. That is the point T am making.

Mr. WALSH of Montana. I do not imagine that the friends
of the measure would contend for it that it meets that phase of
the sitnation at all, I assume, however, that this is not to be
considered as the complete legislation dealing with the subject
of rural credits, and that the phase to which I have adverted,
namely, the financing of the farmer in the producing of the
crop, is to be taken care of in the bill which, as I understand,
will follow the consideration of the pending measure.

Mr, SIMMONS. That may be true, but why wait? If the
farmer is permitted in the pending bill to set up this sort of
banking institution, why is he to be denied the benefit of going to
it to secure credit for the expenses of erop production? I am a
bit skeptical as to what further bills may be enacted to give the
farmer the relief denied him in the pending measure. Of course,
it may be that the farmer will be given access to some other
agency under some other legislation intended for the purpose of
finaneing his production, just as the stock raiser is given access
to some other agency to aid him in financing his operations. But
when we are setting up a system under which the farmer is to
furnish the money in order to finance the bank or the corpora-
tion, why not permit him to go to that institution for credit as
well as to the other institutions? The stock raiser is permitted
to go to both, the cooperative association is permitted to go to
both, but the farmer is not permitted to go to this institution,
which he creates himself, except when he goes with a mortgage
in his hand upon a crop already produced.

Mr. WALSH of Montana. I concede that it would be very
much more satisfactory to me, and I dare say to most of those
who are vitally interested in the financing of the producing of
the farmers' crops, if the provisions to that end were incorpo-
rated in the one measure. It seems to me that they might very
properly be so incorporated, It seems to me, though, that the
pending bill, as it is framed, could not very well meet the con-
ditions to which the Senator has adverted, namely, the financing
of the production of the erop by the farmer. It seems to have
an entirely different object. I would like to see incorporated
in the pending bill, so we would not have to take chances upon
some other bill which may not be as popular in the Senate as
is the Capper bill, provisions for financing the farmers' opera-
tions in the production of crops. But if we dispose of the pend-
ing measure and then take up the other bill, I hope we may
be able thus to take care of the situation.

Mr. SIMMONS. The Senator sees my point. Here is a Fed-
eral corporation that is proposed to be set up and the farmer*
i# supposed to raise the money, either himself or through his
friends, to finance it. It might be a very great benefit to the
farmer provided it could be financed and provided its fune-
tions were sufficiently broad to accommodate his needs and re-
quirements. If, by reason of the narrowness of the functions
of the corporation we are endeavoring to create, the farmer
loses the opportunity, of what avail would it be? What I have
in mind is sufficiently to brotiden the field of the operation of the
corporation organized in an agricultural distriet so as to en-
able it to function and make money, and thereby create an in-
ducement to capital to invest in it so that we may have some
assurance that the institutions will be established and that the
farmers will get the benefit of them.

I concede very readily there would be no trouble in the large
stock-growing sections of the country in ralsing the money
necessary to establish the institutions, and I concede the powers
given to lend to stock raisers probably will be amply sufficient
to meet their requirements. But in a section like my State,
or like the whole South, for that matter, where there is rela-
tively little stock raising, where it is altogether agricultural,
I am convinced that unless we shall broaden those powers so as
to let the bank do more business and let it cover all the
requirements of the farmer we shall never be able to put it
in operation in those sections, and, beneficial as it might be, as
now written it will be of little or no benefit to the farmers in
these States.

Mr. WALSH of Montana.
permit an interruption

Mr., SIMMONS. Certainly.

Mr. President, if the Senator will
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Mr. WALSH of Montana. I fully agree with him. T can not
perceive that the bill would be of any particular benefit to the
farmers in his section of the country, peculiar as is the system
of agriculture there. We are in very much the same situation
in our section. The bill would undoubtedly be of assistance
to those of our people who are engaged in stock raising upon
a relatively large scale. It would be of no assistance whatever,
as I have indicated heretofore, to the very considerable portion
of our population who are in exactly the same situation as are
the farmers in the State of the Senator from North Carolina.

Mr, SIMMONS. And it would never be organized in those
sections,

Mr. WALSH of Montana. That is gquife right. I agree fully
to that. But what troubles me is that it seems to me it would
be scarcely practicable to so mold these corporations, the
organization of which is provided for by the bill, as to afford
the assistance needed in the financing of the crop-producing
operation, The bill contemplates the organization of corpora-
tions which will take mortgages upon actual, tangible, market-
able property, namely, live stock. That is a transaction which
is quite different from the financing of the production of a
crop, which can afford no real, substantial security and which
must rest very largely upon the character and ability of the
farmer himself. If he has live stock or if he has machinery,
collateral of some sort that will afford a basis for a mortgage,
or something of that kind, he will probably be able to raise the
mouey ; but in most instances the loans which are made to him
are made simply upon the expectation that by his industry
and application and his knowledge of the business he will be
uble to raise the crop and repay the money when it is raised.
So it occurs to me that it would be difficult to mold these par-
tieular corporations so as to make them the instrumentalities
for providing loans to farmers for the purpose of producing
their crops.

Mr. SIMMONS. As I understand the Senator, the point that
he makes is that the farmer has no security until his crop is
made and put in the warehouse or in a condition that it may
be covered by a mortgage which he can give and which onght to
be nceepted by these corporations. 1 think that is an erroneous
assumption upon the part of the Senator.

Yuars ago, before the Federal reserve banks were created,
Before the war, I will say, the farmers of my section of the
eountry were not having any particular trouble in finaneing
themselves through the national banking system. They were
not confined in the matter of loans to three-months paper, six-
wonths paper, or nine-months paper. The banks could lend
upon any maturity of paper that they saw fit to lend upon.
They could lend upon any kind of good securlty. They could
lend upon any kind of good security, and the farmers had no
difticulty in going to those banks, and, by executing a mortgage
upon their personal property, their mules, horses, farming im-
plements, tools, vehicles, or growing crops, getting the money
with which to plant and cultivate and harvest their crops. 1
happened during that period to be the attorney of a national
bank in my city, and I know the portfolios and vaults of that
bank were full of mortgages in the nature of crop liens and

spersonal-property securities.

The difficulty arose when the Federal reserve system was
inaugurated and when it became necessary in order to secure
money through the Federal reserve bank to present that bank
with paper of short maturity. Then the country bank that
was created for the purpose of serving the farmer soon found
that it could not do business on the farmers’ paper with their
correspondent bank in the nearest large city, because if it
lent to the farmers on nine-montlfs paper and carried the
paper to the Federal reserve bank for the purpose of getting it
rediscounted, it was held to be ineligible. So that old system
was all broken up, and the farmer was no longer able to
raise money through the banking instrumentalities in his sec-
tion of the country for the purpose of financing his crops.

My. President, why should the argument be made here that
such paper would not afford sufficient security? The banks of
the South and of the agricultural sections did not, under the
condlitions I have recited, consider it insufficient security. The
insufficiency of the security is not the reason that crop liens
and personal-property mortgages are not eligible for loans
now. The reason is because they are not “ liguid " in the sense
that they arve 9 months’ paper or 12 months’ paper and for
that fact ineligible for rediscount in the Federal reserve bank,
which is now the great source of credit in the United States;
indeed, it has become practically the only source of credit in
the vountry.

Mr, McLEAN, Mr, President

Mr. SIMMONS. Let me finish this sentence. The Senator
will please pardon me until I shall have concluded the state-
ment of this idea.

'1‘11:_? banks of the country did not think such paper in-
sufficient security; I do not think it now; and It is not true.
Senators may say the crop has not yet been produced ; that it is
only in the process of production; that there is nothing in ex-
istence upon which to base the loan, and therefore the farmer
is not entitled to any credit upon that. :

But let us by way of comparison and analogy consider our
commercial banking system. A great manufacturing plant is
incorporated; it is mortgaged and bonded for every dollar,

L probably, that the plant is worth or that its tangible assets

are worth; buf it Is a going concern; it is well managed ; it has
a big trade; there is a ready demand for its products, though
they are not in existence. Such manufacturing institutions are
among the greatest borrowers of money in the United States.
Banks do not lend to them upon the face of their existent
property only, of their plant, of their tangible assets, for those
are practically all mortgaged and bonded for all they are worth,
These banks lend and accommodate those great industries of
the United States in part upon their credit; upon the fact that
they are going ¢oncerns; upon the faet that it is estimated that
when they shall have fabricated the material which they are
engaged in producing and shall have put it upon the market
there will be profits and big profits.

When, however, we come to the farmer the situation is dif-
ferent it seems, although he is equipped with his live stock:
he is equipped with his lands; he is eguipped with his agri-
cultural implements; he buys his seed, and he plants his erop.
Has agriculture failed in America? Do not the statistics show
that the products of agriculture are in demand and readily
marketable? Do not the facts show that agricultural products
are still very valuable in the markets of the world to-day?

Why should the farmer not be entitled to credit upon his
character as a man; upon his reputation for thrift; upon his
reputation for ability in his business? Why should he not be
entitled to the same treatment for those reasons as is the manu-
facturer? Why should it be assumed as to the thing which he
is engaged in producing, to which he is lending his energies and
inenrring the production expenses for nine long months inci-
dent to planting, cultivating, and harvesting the crop, that it
does not before production Is complete furnish any safe secur-
ity for credit? Why should the manufacturer be given, as he
ig given every day in the year, enormous credits based upon his
prospective earnings in the fabrication and marketing of mate-
rials that may be at the time of the loan in the bowels of the
earth and have no existence, or at most, in process, and the
farmer be given no credit for the prospective earnings and the
prospective output of his labors in the cultivation of the soil?

Mr. President, the farmer has at least just as good a basis
for credit on the prospective earnings of his planted crops as
has the manufacturer a basis of credit upon the prospects of
earnings in the manipulation of the raw material which in some
instances he has not yet purchased and which probably is where
nature has placed it. There is no reason for this discrimina-
tion execept the disposition to discredit agriculture and to place
it and keep it under the ban of credit suspicion.

I say there is no foundation for such a discrimination, and
it iz a rank outrage and an injustice to the greatest and most
vital industry in the world to say here upon the floor of the
Senate of the United States that not a dollar may be safely
lent by a bank which the Government is about to set up upon
the faith of a nine months' expenditure and nine months' labor
of a farmer who is engaged in the cultivation of the soil, but
that it is perfectly safe and good banking for some other Fed-
eral bank to lend millions piled upon millions of dollars upon
the faith of the earning capacity and the integrity of a manu-
facturing establishment,

Mr. McKELLAR. Mr. President, will the Senator from
North Carolina yield to me for a moment?

Mr, SIMMONS. I yield to the Senator.

Mr. McKELLAR. I have been very much interested in what
the Senator from North Carolina has been saying. Unqguestion-
ably the vice which he has pointed out in the Ifill, namely, that
it will not help many of the producers of the country, abso-
lutely exists, 1 think the bhill virtually applies merely to the
live-stock business, as the Senuator has stated.

I now wish to call the Senator's attention to a situation
whieh exists in his State and in mine in reference to this matter,

As the Senator knows, In our section of the country commis-
glon merchants, commeounly called cotton factors, lend money all
throngh the spring and early summer to the farmers for the
purpose of enabling them fo produce their crops. That is the
universal systemi in my State, and I am rather inclined to be-
lieve that it is the universal custom in the State of the Senator
from North Carolina., Under the original Federal reserve act
it was thought that cotton factors' paper would be eligible for
rediscount as the paper of any other merchant is so eligible,
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and that act was so construed for the first five years of its
existence, but later on, about two years ago, the Federal Re-
serve Board held that factors’ paper was not eligible for redis-
count; the right to discount was taken away from the factors,
and in that way the farmers were deprived in a measure—and
in a considerable measure—of the ability to obtain money
with which to produce their crops. In that situation I offered
an amendment here some time ago to another measure, and I
intend to offer a similar amendment to the pending bill, which
I will read to the Senator:

And the notes, drafts, and bills of exchange of factors making ad-
vances exclu.shrel{a}o the producers of staple agricultural products in
their raw state shall be eligible for such discount.

That amendment was prepared by the Federal Reserve
Board ; it was indorsed by them, and it was indorsed by the
Secretary of the Treasury; but I have never been able to pre-
yail upon the Banking and Currency Committee to report it.
So I shall offer it as an amendment to the pending bill. The
question I wish to propound to the Senator is, Would not such
an amendment be somewhat in line with the centention the
Senator is making now, that we should make better provision
for the producers of crops?

Mr. SIMMONS. Well, it would help. It may be, however,
that there is a provision, not in the so-called Capper bill proper
but in the amendments proposed to the Federal reserve systemn
in the bill as it has been reported, that probably may reach
that stination.

Mr. McKELLAR. No.

Mr, SIMMONS. I will not contend that it will, but T wish to
call the attention of the Senator to it so that he may read it.

Mr. McKELLAR., I will be very glad to have the Senator
d

0 S0.
Mr. SIMMONS. It is on page 37, beginning in line 3, and
is among the proposed amendments to the Federal reserve act.

Mr. McKELLAR. 1 will examine it again, but my hasty
examination led me to believe that it referred to something
different.

Mr. SIMMONS. I am very much in favor of the suggestion
of the Senator from Tennessee, but I think the provision to
which I have referred may cover it. If it does not I shall be
glad to cooperate with the able Senator from Tennessee In
favor of a clear provision in that behalf.

Mr. GLASS., Mr. President, as a matter of fact, the Senator
from Tennessee had an opportunity to propose his amendment
last year and did propose it, but the Senate vofed it downm
The Federal Reserve Board approved the amendment.

Mr, McKELLAR. Yes,

Mr. GLASS. And the Senator offered it in the open Senate,
but it was voted down. I voted for it.

Mr. McKELLAR. I recall that fact. 1 am going to offer it
to the Senate again, because it will have the effect of providing
in part at least for the very situation which the Senator from
North Carolina has so well brought out during the course of
the debate.

Mr, SIMMONS. I Invite the Senator’s attention to the sec-
tion to which I have referred.

Mr. McKELLAR. What section is that?

Mr, SIMMONS. It is on page 37, beginning in line 3, and is,
1 believe, a part of section 13a.

Mr. McKELLAR. That provision would not apply.

Mr. SIMMONS. Probably it would not: I am not sure about
that, but I have not time to read it now.

Mr. McKELLAR. I will not ask the Senator to read it. I
am much obliged to him for allowing the interruption. I may
say, however, that the language to which he refers on page 37
covers a different matter and relates purely to cooperative
marketing associations. .

Mr: SIMMONS. Probably that is true. I am in hearty
sympathy, however, with the purpose of the Senator from Ten-
nessee; and if the amendment to which I have referred does
not cover the situation which the Senator from Tennessee de-
sires covered, I hope his amendment may be adopted.

At the proper time—not now—I am going to propose an
amendment to section 4 of the bill to which I have so often
referred and from which I read the section relating to and
limiting the powers of the corporations proposed to be created
by this bill, and which authorizes loans to the farmers only
when secured by warehouse receipts or mortgages upon non-
perishable readily marketable agricultural products. The
amendment I shall offer will be designed to enlarge those
powers and afford the producer, as well as the distributor,
of farm products some relief and some credit.

I was present during the hearings before the Banking and
Currency Committee on this bill. A large part of the testi-
mony, at any rate, before that committee was certain expert

testimony furnished by the departments, chiefly by the Treas-
ury Department, The witnesses dealt almost entirely in thelr
statements with the necessity of financing the distributors of
farm products. I tried, but did not succeed in my efiort, to
get them fo give a bit of consideration to financing the pro-
duction of farm products, which is a process tiat precedes
distribution ; indeed, without production there of course can be
no distribution.

I desire to broaden the provisions of the bill so as to give
to the corporations to be created the power to lend some
money, at least, to the farmer that will help him in the pro-
duction of his crop; and I propose to do that—I may change
this language, but it gives my thought—by adding, after the
words “ securing tifle to nonperishable and readily marketable
agricultural products,” substantially the words “or by chattel
mortgage on readily salable personal property, or by hypothe-
cation of collaterals of adequate value, or approved personal
indorsement of at least two persons.”

Up to the present time no means for supplying the farmer's
need has been provided, and even if the Lenroot bill should be
passed it would furnish inadequate means. I want to see the
farmer provided with ample funds in the production of his
crop, because we all know that the economies which measure
the difference between success and failure in any business de-
pend very largely upon proper equipment and proper finaneing
to enable the producer of the product, whatever its character
may be, to employ not only the best and most economical meth-
ods and equipments of production, but the ability to purchase
and supply those things that are reguisite to that end at the
lowest price. The farmer is not able in many instaneces to con-
duct his business successfully because he has not the means,
the money, with which to conduct his business economically.
If he buys—and he must buy extensively—he has to buy on
time and pay excessive time prices. He has not the means to
purchase for eash th: modern improvements and implements
that are essential to the most successful and economical culti-
vation of the soil; and therefore he is not able to conduct his
business with economy and efficiency essential to enable him to
realize from it the returns and profits to which he is entitled.

I wish to see him put in a position where he will have no
difficulty about this—to him—most important matter. The only
objection that has been urged heretofore to the broadening of
the power of these corporations so as to enable them to accom-
modate the farmer in this respect is that he has no adequate
security to offer; that he comes into possession of security only
after his erop is produced. I am going to provide here that he
shall be lent, not upon crop prospects—although I think that
is very good security, just as good as a loan made upon the
earning eapacity of a manufacturing plant—but that if, in
order to get this money to produce his crop, he can offer se-
curity of a character that is now recognized by the commercial
banks of the country as perfectly safe, the reason that prevents
these banks from lending to him for this purpose will be re-
moved.

Certginly, Mr. President, under the terms of the amendment
which I propose, the money which is lent to the farmer to en-
able him to make his crop may be just as well secured as the
money which is lent to the farmer to enable him to distribute
his crop after it is made. I can see no reason why the Senate
should not readily adopt that amendment; and if that amend-
ment should be adopted, then I think the probability of the
establishment of these banks in the agricultural sections would
be greatly increased, and I am sure that the operation of these
banks where they are established in the agricultural country
would be, in its benefits to the farmers, enormously enhanced.

As I said at the outset, I have not been discussing this bill
from the standpoint of opposition to its passage by the Senate.
I suppoee it will be enacted. I suppose I shall vote for it, as
other Senators who see its defects will vote for it, because
there is some good in it. What I want to emphasize is that
1 object to having to vote for provisions in a bill that my judg-
ment and my common sense tell me are a fake and a fraud and
a pretense, a vain and foolish thing, that can not- accomplish
the purpose which it is professed it is desired fo accomplish.

I hate fraud and I hate pretense. I hate the very idea of
voting for legislation knowing that it will be deceptive, that
it will mislead. that it will give rise to a hope that will never
be realized, subjecting us to the imputation of legislating here
only to placate a dissatisfaction in the country, and legislating
in a way that is mere gesture and pretense so far as meeting
the cause of discontent is concerned.

I do not think I would vote for this bill at all, Mr. President,
if it were not for the amendments to the Federal reserve act
and to the farm loan act, which form a sort of appendix to the
bill, and which really bear no relation to and have no connec-




1802

CONGRESSIONAL RECORD—SENATE.

JANUARY 16,

tion with the institution which the bill itself undertakes to set
up. I realize, however, that the farmers are not going to get
now, from this administration, what they want, what they are
demanding, and what they are entitled to. I think we have all
realized that for some time past. Great and powerful interests
in America are determined that nothing is to be done for the
farmer’s relief which might perchance prejudiciously affect or
interfere with their interests or purposes or in any way militate
against the opportunities they now enjoy in the exploitation of
the farmer, That is the reason farmer's relief legislation is
granted, if at all, so grudgingly and with such measured cir-
cumspection.

Mr. STANFIELD. Mr. President, will the Senator yield?

Mr. SIMMONS, I yield.

Mr. STANFIELD. Do I understand that it is the opinion of
the Senator that the legislation that is pending here is for the
purpose of deceiving the farmer, or that it is being influenced
by interests adverse to him?

Mr, SIMMONS. What I said, and what I meant to say, is
that if we should enact the particular provision to which I
was referring—mnot the whole act but the particular provision
to which I was referring, namely, the one that authorizes
loans upon agriculture in the Capper bhill—it would be a pre-
tense, because it would not accomplish its purpose; that the
farmer in some instances would be led to expect that he
would get what he would not get, and therefore it is a fraud.

Mr. STANFIELD. 1 should like further to ask the Senator
if he does not think that either legislators or interests that
are attempting to deceive the farmer in that way are standing
in their own light?

Mr. SIMMONS. I do, and they will eventually discover the
fact. All I have sald about that, and all I care to say about
that, is that T know, and everybody in this Chamber knows,
that such financial legislation in the interest of the farmers
as we have sought to enact here, beginning with the creation
of the War Finance Corporation, has been met with opposition
from the great dominating financial interests of the country,
and that in that opposition they have more often than other-
wige had the sympathetic cooperation of the Treasury Depart-
ment.

Mr. McLEAN. Mr. President——

Mr. SIMMONS. We all know that before the late election
we were unable to pass adequate farmers’ legislation because of
the unsympathetic attitude of the administration, reflected in
the attitude of the majority party in this body.

Mr. McLEAN. Mr. President—— :

Mr. SIMMONS. Just a minute, if the Senator please. But
we had an election
Mr. McLEAN. I wish the Senator would yield right there.

Mr. SIMMONS. Not yet. And in that election the electorate
of this country made it clear that the American farmers are
aroused upon the question of the neglect of the Congress to take
appropriate action to meet their needs and demands in this
behalf, and they registered their protest in the results of the
Novewmber election. It was the result of that election which
brought the Republican administration to a realization of the
wisdom of giving heed to these demands and to hurriedly sum-
mon the leaders of that party to a conference to consider ways
and means to placate and satisfy these outraged sons of toil,
with the result that the Republican press for weeks was filled
with assurances that the one consuming desire of the adminis-
tration was to take care of the poor, oppressed farmer.

Mr. McLEAN. Mr. President—— :

The PRESIDING OFFICER. Does the Senator from North
Carolina yield to the Senator from Connecticut?

Mr. SIMMONS. Yes; I yield.

Mr, McLEAN. I want to call the Senator’s attention to the
fact that if there was any opposition to the revival of the War
Finance Corporation it was when a Democrat was Secretary of
the Treasury, and that the bill itself passed the Senate, If my
recollection is correct, without a roll eall. There was no opposi-
tion whatever to it in the Senate.

Mr, SIMMONS. Mr. President, the opposition of the moneyed
interests of this country was against this legislation under
Wilson as it has been under Harding, and that in that particu-
lar they were simply reflecting the position of the financial
interests of the country.

Mr. McLEAN. It seems the moneyed interests of the country
had no influence whatever upon the Senate. The record shows
that. It passed without a roll call.

Mr. SIMMONS. Mr. President, we did pass it, but the Sena-
tor knows that the first War Finance Corporation act was
treated as a war measure, and open opposition silenced. It
was after the war that the opposition of the interests was
manifested when it was sought to continue and enlarge the

powers conferred during the war to meet the emergencies of
actual war, These enactments restoring or continuing and en-
larging the war powers of this corporation met with opposition
from the financial interests, just as the present movement for
agricultural relief is meeting with vigorous opposition from the
financial interests.

Mr. McLEAN. I know the Senator does not want to speak
without authority, or to make a misstatement with regard to
this. The American Bankers' Association passed a. resolu-
tion in favor of this bill. I do not know of a bank in the
country that is opposed to it. They are all in favor of it.

Mr, SIMMONS. Yes, certainly; but this bill does not give
the farmer real or adequate relief. I have already shown, so
far as relieving the real need of the farmer is concerned, it
is a fake and pretense, and I insist—I am simply stating the
fact—that the the big financial interests are still fighting any
effort which would give adequate relief to agriculture and
which would in any great degree prevent those interests from
continuing their exploitation of the farmers. I am not speak-
ing of the average banker but the big dominating groups of the
great cities.

Mr. McLEAN. The Senator is speaking of the moneyed in-
terests in this country opposing this legislation, and I want to
call his attention to the fact that the American Bankers' As-
sociatlon passed resolutions in favor of it.

Mr. SIMMONS. That may be, and that fact, may I again
remind the Senator, may find its explanation in the pending
billlg ;tself——thut -it furnishes the farmer no real or adequate
relief.

Anyway, I will say to the Senator, I am not talking about the
country banks or the banks of the relatively small cities; 1
am talking about the great banking groups of the big financial
centers, which hold the purse strings of the Nation. There can
be no question that we have had trouble about this legislation
by reason of their persistent opposition, Of course, I am not
charging any Senafor or any committee with consciously yield-
ing to it. Buf I am stating a fact well known to anyone who
is familiar with the history of legislation of this character dur-
ing the past few years.

I see that we are not going to get adequate legislation now,
I am sure about that. We are going to pass the Capper bill and
the Lenroot bill. They do not deal adequately with the situa-
tion. The farmers do not believe they deal adequately with
the situation. The Norbeck bill probably does; at least, to a
much greater extent., The bill I introduced possibly does; I
do not say it does. But the latter two bills have had no con-
sideration up to this time. I shall not press my bill, because
I know the disadvantages a bill originating upon this side of
the Chamber has in this body. But (he Norbeck bill is largely
a counterpart of mine. It deals with the same proposition, in
gome respects probably more effectively than mine does. I sup-
pose it will be pressed, but it will not pass, because it goes too
far in accomplishing the result of liberating agriculture from
the other interests; because it gives to agriculture a full
measure of relief, to attain financial freedom; because it puts
the farmer, in the matter of financing his business and his
operations in production, in marketing, in distribution, in the
game independent posgition as that occupied by the financial in-
terests and the commercial interests of the United States.

Mr, President, the reason we have in this country to-day an
unhalanced condition of prosperity, the commercial interests
and the manufacturing interests and the banking interests
rolling in presperity, while the agricultural interests, the
farmers, are wallowing in the slough of despond and depres-
gion, is largely due to the fact that the one class is amply
financed and able to protect itself, while the other class is
unfinanced and unable to protect itself. For this reason the
farmer is not an independent man. He is a commercial slave.
He is the vietim of everybody who wants to exploit him. He
must sacrifice the products of his labor and the sweat of his
brow at whatever price this more fortunate class are willing
to pay. That is one of the chief reasons for this unbalanced
condition of prosperity we see in this country to-day—high
prices on the one side, low prices on the other side; over-
flowing prosperity on one side, and poverty, wanft, and dis-
tress on the other side.

Those of us who are bere asking for financial legislation in
the interest of the farmer want legislation that will make him as
independent a man financially as the people with whom he has
to deal in his business relations, and I say to the Senator from
Connecticut that until the American farmers are put in that
position they will continue to be drawers of water and hewers
of wood for the balance of the population.

We will not get the needed agricultural relief legislation
through at this time. We must again appeal to the electorate.
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It seems that the lesson of last November was not quite sufficient.
Alr. President, I warn Sebators that the farming interests of
the United States have been and are thoroughly aroused to the
cotulitions of diserimination which exist, of the disadvantages
under which they labor, of the persistent refusal to give them
the relief they need, and in the next election, if I am not the
worst mistaken man upon the face of the earth, the farmers of
this country, before they cast their votes for any man to repre-
sent them in the Congress of the United States, are going to
know his attitude toward adeguate and full and equal financial
opportunities for agriculture through the instrumentalities of
the Government,

Mr. FLETCHER.
quornm.

;I‘he- PRESIDING OFFICER. The Seeretary will call the
roll.

The reading clerk called the roll, and the following Sen:tors
answered to their names;

Mr. President, I suggest the absence of a

Bayard Gerry McKellar Spencer
Borah Glass McKinley Stanfield
Brookhart Hale MeLean Stanley
Bursum Harrls MceNary Sterling
Caliler Harrison Moses Sutherland
Cameron Heflin Nelson Swanson
Capper Johnson New Townsend
Conzens Jones, Wash, Norheck Underwood
Curtis Kellogg Norris Walsh, Mont,
Elkins Kendrick Ouldie Warren
Ernst Keyes Robinson Watson
Fernald Ladd Sheppard Willlams
letcher Lenroot Shields Willis
Frelinghuysen Lodge Shortridge

George McCormick Simmons

Mr., WILLIS. I again ecall attention to the unuvoidable ab-
sence of my colleague [Mr. Pouerene] on account of illuess,

Mr, McNARY. I wish to announce the absence of the senior
Senator from Wisconsin [Mr. La ForrLerTE] on official business,
He is engaged at a hearing before the Committee on Manufae-
tures.

The PRESIDING OFFICER. Fifty-eight Senators having
answered to their names, a quorum is present. The Secretary
will continue the reading of the bill,

The reading clerk resumed the reading of the bill at page 19,
line 3, and read as follows:

The expense of all of the examinations herein provided for shall be
assessed by the Comptroller of the Currency upon the companies exam-
ined in proportion to assets or resources held bir the companies upon
the dates of examination of the various companies: Provided, That a
minimum charge of $50 shall be made for each such examination: And
provided further, That each corporation having branches shall pay in
addition to the amounts hereinabove provided the actual cost incurred
in examining each branch, which examinations shall be made only when

" deemed necessary by the Comptroller of the Currency.

The provisions of the Federal reserve act which prohibit any member
bank from making loans or g:anting a gratuity to any national-bank
examiner shall be applicable corporations organized under the provi-
sions of this act.

Corporations organized under the provisions of this act shuall be re-
quired to make reports to the compiroller at the time and in the man-
ner requ by sections 5211 and 5212 of the United States Revised
Statutes, and shall be subject to the provisions, so far as the same may
be held to be applicable, of section 5213 of the United States Revised

Btatutes.
LICENSED INSPECTORS OF LIVE S8TOCK.

BEC, 11, That the Secretary of Agriculture may issue a license to anz
person, upon presentation to him of satlsfactory evidence that suc
person is competent, to inspect live stock as a basis for loans. The Sec-
retary of Agriculture may suspend or revoke any license issued by him
under this act whenever, after npﬁur:unity for hearing has been given
to the licensee, the Becretary shall determine that such licensee is in-
competent, or has knowingly or carelessly made false or erroneous in-
spection reports with }ct to any live stock, or has accepted any
money or other consideration, directly or Indirectly, for any neglect or
improper performance of duty, or has in any other manner shown him-
self to be unfit to act as a live-stock inspector. Pending investigation
the Secretary of Agriculture, whenever he deems It necessary, may sus-
pend a license temporarily without a hearing. It shall be unlawful for
any person other than a holder of a license duly issued under this sec-
tion, or any person whose license has been suspended or revoked under
the terms of this section, to represent that he is a Federally licensed
live-stock inspector, and any violation of this provision shall be punish-
able by a fine of not more than $1,000, or by imprisonment for not
more than one year, or both.

Any inspector licensed under the provisions of this section who makes
any statement in any inspection report or to any person for the purpose
of obtaining for himself or enf other person any advance on the secur-
ity of the live stock inspected, knowing the same to be false, or who
willfully overvalues any security by which an advance is secured, shall
be punished by a fine of not more than $5,000 or by Imprisonment for
not more than five years, or both.

The Comptroller of the Currency shall allot to the Department of
Agriculture from time to time such sums as may be estimated to be
necessary for the administration of this sectlon, and may ratably
ass:lt-ats t!l‘lie sn{:ne from time to time against the corporations organized
under rhis act.

NATIONAL BANKS MAY BECOME STOCKHOLDERS.

Src. 12. That aniy pnational banking association may file anllcaHon
with the Comptroller of the Currency for permission to invest an
amount not exceeding in the aggregate 10 per cent of its pald-in
capital stock and surplus in the stock of one or more of the cor-
porations organized under the provisions of this act, and upon ap-

proval of guch application may purchase such stock, The Compiroller
of the Currency shall have discretion to approve or reject such appli-
cation in whole or in part.

TAXATION,

Sec, 13. That taxation by a State of the shares in corporations
organized or reorganized under the provisions of this act, or of divi-
dends derived therefrom, or of the income of sald corporations, shall
be such only as is or may hereafter be authorized by law in the case
of mational banking assoclations,

FISCAL AGENTS AND DEPOSITORIES,

Sgkc. 14. That the moneys of corporations organized under the pro-
visions of this act may be kept on deposit subject to check In any of
the Federal reserve banks.

The Federal reserve banks are hereby authorized to act as de-
positories for and flscal agents of any of the corporations organized
under the provisions of this act In the general performance of the
powers conferred by this title.

USE OpF Wl:}HDS “ FEDERAL: AGRICULTURAL CREDIT* IN CORPORATE TITLE.

BEc, 15, That all corporations not organized under the provisions
of this act are prohibited from using the words “ Federal agricultural
credlt ™ as a part of their corporate name, and any violation of this
prohibition committed after the Dnssafe of this act shall subject the
party charged therewith with a penalty of $50 for each day during
which it 1s committed or repeated.

COXVERSION OF BTATE FINANCING CORPORATIONS INTO RURAL CREMT
CORPORATIONS,

SEC. 16. That any agricultural or live stock financing corporation
lnmr]fnratp.l by special law of any State or organized under the gen-
eral laws of any State and having an unimpaired capital sufficient
to enfitle it to become a Federal agricultural credit corporation
under the provisions of this act, may, by the vote of the shareholders
owning uot less than 51 per cent of the capital stock of such cor-
poration, with the approval of the Comptroller of the Currency, be
converted into a Federal agricultural credit corporation under this
act, with any name approved by the Comptroller of the Currency:
Provided, however, That the said conversion shall not be in contra-
vention of the State law. In such case the articles of assoclation and
organization certificate may be executed by a majority of the directors
of the corporation, and the certificate shall-declare that the owners
of 51 per cent of the capital stock have authorized the directors to
make such certificate and to change or convert the corporation into a
Federal agricultural credit corporation under this act. A majority
of the directors, after executing the articles of association and the
organization ecertificate, shall have power to execute all other papers
and to (o whatever may be required to make Its organization perfect
and complete as a Federal agricultural credit corporation. The shares
of any such corporation may continue to be for the same amount
each as they were before the conversion, and the directors may con-
tinue to be directors of the corporation until others are elected or
appointed. When the comptroller has given to such corporation a
certificate that the (Provtslons of this act have been complied with,
stuch corporation, and all its stockholders, officers, and employees, ghall
bave the same powers and privileges and shall be subject to the sama
duties, llabilities, and regulations, in all respects, as shall have been
prescribed by this act for corporations originally organized as Federal
agricultural credit corporations,

CONSOLIDATION OF CORPORATIONS ORGANIZED UNDER THIS ACT.

Bee. 17. That any two or more corporations organized under the

rovisions of this act, with the approval of the Comptroller of the

urrency, may consolidate into one corporation under the charter of
either or any of the existing corporations on such terms and econdi-
tions as may be lawfully agreed upon by a ma?oﬂty of the hoard of
directors of each corporation proposing to consolidate, such agreement
io be ratified and confirmed by the afirmative vote of the share-
holders of each of such corporations owning at least two-thirds of its
capital stock outstanding, at a meeting to he held on the call of the
directors after publishing notice of the time, place, and object of the
meeting for four consecutive weeks in some newspaper published in
the place where the sajid corporation is located, and if no newspaper
is published in the place then in a paper pnbilshed nearest thereto,
and after sending such notice to each shareholder of record by reg-
fstered mall at least 10 days prior to sald meeting: Provided, how-
ever, That the mbpi.tal stock of such consolidated corporation shall not
be less than $250,000 paid in if the corporations consolidated are
organized to exercise the powers covered by section 4, and provided
that the capital stock of such consolidated corporation shall not be
less than $1,000,000 paid in if the corporations consolidated are those
organized under section 8: And provided further, That when such
consolidation shall have been effected and approved by the comptroller
any shareholder of either of the corporations so consolidated who has
not voted for such consolidation may give notice to the directors of
the corporation in which he is interested, within 20 days from the
date of the certificate of approval of the comptroller, that he dissents
from the plan of consolldation as adopted and approved, whereupon
he shall be entitled to recelve the value of the shares so held by him,
to be ascertained by an appraisal made by a commitiee of three per-
sons, one to be selected by the shareholder, one by the directors, and
the third by the two so chosen; and in case the value so affixed shall
not be satisfactory to the shareholder, he may, within five days after
being notified of the appraisal, appeal to the bomptmller of the Cur-
rency, who shall cause a reappraisal to be made, which shall be final
and binding: and if sald reappraisal shall exceed the value affixed by
aaid committee the corporation shall ]psy the expense of the re-
appraisal, otherwise the appellant shal ¥ said expense; and the
vialue so ascertained and determined shall deemed to be a debt due
and he forthwith paid to sald shareholder by said corporation, and
the shares so paid shall be surrendered and after due notice sold at
public auction within 80 days after the final appraisement provided
for by this act.

Where corporations consolidate under the provisions of this act,
all of the rights, franchises, and interest of =ald corporationa shall
be consolidated in and to every species of property, ggrsoual ani
mixed, and choses in action thereto belonging, and shall be deemed to
be transferred to and vested in the corporation into which it is con-
solidated without any deed or other transfer, and the said consolldated
corporation shall hold and enjoy the same and all rights of property,
franchises, and interest, in the same manner and to the same extent

as they were held and enjoyed by the corporations so consolidated
\ therewith. :
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INSOLVENCY, RECEIVERSHIF, AND LIQUIDATION.

Brc. 18. That whenever an& corporation orgamized under the pro-
visions of this act shall be dissolved and its rights, privileges, and
franchises declared forfelted as prescribed in the preceding section, or
whenever any creditor of any such corporation shall have obtained a
Judgment aﬁninst it in any court of record and made application ac-
companied by a certificate from the clerk of the court, stating that
such judgment has been rendered and has remained unpaid for the
space of 30 days or whenever the comptroller shall become satisfied
of the insolvency of such ecorporation, , after duoe examina-
tion of its affaire in either case, appoint a receiver who ghall proceed
to wind up the affairs of such corporation., The receiver so appointed
shall exercise the powers and be subject to the restrictions of re-
ceivers of national banks; and the comptroller shall have the same
powers -and duties in connection with the administration of such re-
ceivership as he has in reference to the receivership of national banks,

Shareholders’ agents for shareholders of corporations organized under
the provisions of this act may be appointed the manner prescribed
by section 522 of the national bank act, belng the act of June 30, 1876
as amended, and shall have the same general powers and duties an
::ns:bject to the same restrictions as shoreholders’ agents of a natlonal
An{ corporation organized under the provisions of this act may go
into liguidation and be closed by the vote of its shareholders owning
two-thirds of its stock. Whenever a vote is taken to go into liguida-
tion it shall be the duty of the board of directors to cause notice of
this fact to be certified under the seal of the corporation by its presi-
dent or cashier to the Comptroller of the Currency and publication
thereof to be made for a period of two months in a nmewspaper pub-
lished in the city or town In which the corporation ls located, or if
no newspaper is there published, in the mewspaper published nearest
theretd, that the corporation is closing up its affairs and notifying its
creditors to present their c¢lalms against the corporation for payment.
All such clalms shall be presented to and approved by a liquidating
l%ent to be appointed by the board of directors of such corporation,
with the approval of the Comptroller of the Currency, and the affairs
of such eorporation quida y such agent and under the
t such tion shall be liguidated by such t and under th
supervision of the Comptroller of the Currency.

PENALTY FOR VIOLATION OF THE PROVISIONS OF THIS ACT.

Src. 19, That if the directors of an mrg:ratton organized under
the provisions of this act shall knowingly violate or knowingly permit
- any of the officers, agents, or servants of the corporation to violate

any of the provisions of this act, all the rights, privileges, and fran-
chises of the corporation shall be therelg orfeited. ch violation
shall, however, be determined and adjudged by a district court of the
United States in a suit brought. for that purpose by the Comptroller of
the Currency in his own name before the corporation shall be declared
dissolved, and in cases of such violation every director who partiel-

ted or assented to the same shall be held liable in his personal and
ndividoal capacity for all damages which the corporation, its share-
bolders, or any other persom shall have sustained in consequence of
such violation. |

PENALTY FOR EMBEZZLEMENT, FORGERY, FALSE STATEMENTS, ETC.

BeCc. 20. That any officer, director, agent, or emptogze of any corpo-
ration organized under the provisions of this act w embezzles, ab-
gtracts, or willfully misapplies any of the moneys, funds, or credits of
such corporation, or who, without authority from the directors, draws
any order or bill of exchange, makes any acceptance, issues, puts forth,
or assigns any note, debenture, bond, draft, bill of exchange, mortgage,
judgment, or decree, or who makes any false eniry in any book, report,
or statement of such corporation with intent in any case to injure or
defraud such corporation or any other company or persen, or to de-
ceive any officer of such corporation or the Comptroller of the Cur-
rency, or any agent or examiner appointed to examine the affairs
of such corporation; and every receiver of such corporation who,
with like intent to defrand or Injure, embexzzles, abstracts, pur-
loins, or willfully misapplies any of the moners, funds, or assets
of the eorporation, and every n who with like intent aids or
abets oflicer, director, agent, employee, or receiver in any viola-
tion of this section shall be deemed guilty of a misdemeanor, and upon
conviction thereof in any district court of the United States shall be
fined not more than $5,000 or shall be imprisoned for not more than
five years, or both, at the discretion of the court.

Whoever (t::.) makes ung statement, knowing it to be false, for the
purpose of obtaining for himself or for any other person, firm, corpo-
ration, or association any advan or extension or renewal of an ad-
vance, or any release or substitution of security, from a corporation
organized under the provislons of this act, or for the pu of in-

ﬂuencl:;g in ang other way the action of such corporation, shall be
punished by a fine of not more $10,000 or by imprisonment for
not more t five years, or both.

Whoever willfully overvalues any security by which any such ad-
vance is secured shall be punished by a fine of not more than $5,000 or
by imprisonment for not more than two years, or both.

Whoever (1) ly makes, forges, or counterfeits any debenture,
bond, coun or other obligation of any corporation organized under
the provisions of this act, in imitation of or p rting to be in imita-
tion of any such obligation issued by any such corporation; or (2)

s&es, utters, or publishes, or nttm‘rta to pass, utter, or publish, any
alse, forged, or counterfelted bond, debenture, coupon, or other obliga-
tion purporting to be lssued by any such ctg?urauon, knowing tl
same torgg falsely made, forged, or counterfel ; or (3) falsely alters
any such bond, debenture, coupen, or other obligation; or (4) passes,
utters, or publishes as true any falsely altered or spurlous bond, de-
benture, coupon, or other obligation, lssued or purported to have been
issued by any such corporation, knowing the same to be false‘if altered
or spurious, shall be punished by a fine of not more than $10,000 or
by imprisonment for not more than five years, or both.

Whoever being an officer, director, employee, agent, or attorney of a
corporation organized under the provisions of this act stipulates for or

ves or conseuts or agrees to receive any fee, commission, gift, or
thing of value from any person, firm, or corporation for procuring or
endeavoring to procure for soch person, firm, or eorporation, or for
any other person, firm, or corporation any loan from any such cor-
ration or extension or remewal of loan or substitution of mu.ritg, or
urchase or discount or acceptance of any paper, note, draft, check,

be deemed guilty of a
one year and

or bill of exchange by any such corporation, shall
misdemeanor and shall be imprisoned for not more
fined not more than $5.000, or both.

8Ec, 21. That the right to amend, alter, or repeal this act is hereby
expressly reserved,

The PRESIDING OFFICER (Mr, Oppre in the chair). The
Secretary will state the amendment reported by the Committee
on Banking and Currency at the top of page 32.
inalt;hf Reaping CLerk. At the top of page 32 it is proposed to

Tt
Trrie 11
AMENDMENTS TO FEDERAL RESERVE ACT.

8xc. 201, That paragraph 1 of section 7 of the Federal reserve act
be amended by striking out all of said paragraph and substituting the

following :

“After all necessary expenses of a Federal reserve bank have been
paid or provided for the stockholders shall be entitled to receive an
annual dividend of 6 d:\er cent on the paid-in capital stock, which divi-
ve and may be pald out of any surplus in excess

dend shall be cumula ¥
of 100 per cent of subscribed eapital, Out of an{ net earnings remain-
aims have been fully

ing after the aforesaid dividend and surplus e
met there shall be paid each year to the United States as a franchise tax
such an amount as will make the aggregate amount so paid for the year
1922 and subsequent years equal to the aggregate amount of the cumu-
lative dividends paid to the stockholding member banks for such years.
After the full amount of the franchise tax shall have been paid fo the
United States the balance of the net earnings of any year shall be paid
into a surplus fund untll it shall amount to 100 per cent of subscribed
capital, and thereafter when net earnings exceed 12 per cent an extra
dividend of not to exceed 3 per cent may be distributed to the stock-
holders and the remn!ninf net earnings, if any, shall be paid to the
United States as an additiomal franchise tax."

Mr. McLEAN. When that section was framed by the com-
mittee we supposed that all of the Federal reserve banks had
accumulated a 100 per cent surplus, but we find that the bank
at Dallas, Tex., has not accumulated such a surplus. It will,
therefore, be necessary to make a slight modification of'!the
amendment, which I shall now propose. Beginning on line 9,
page 32, I move to strike out the words “ and may be paid out
of any surplus in excess of 100 per cent of subscribed eapital.”

Mr. FLETCHER. That, as I understand, would strike out
the remainder of the sentence after the word * cumulative” ?

Mr. McLEAN. I have another amendment to offer if the one
%‘lhal\r; offered shall be adopted, I will say to the Senator from

orida.

The PRESIDING OFFICER. Without objection, the amend-
ment to the amendment is agreed to.

Mr. McLEAN. On page 32, line 12, after the word “ divi-
dend,” I move to strike out the words * and surplus,” so that it
will read:

Out of any net earnings remalning after the aforesald dividend
claims have been fully met—

And so forth.

The PRESIDING OFFICER. Without objection, the amend-
ment to the amendment is agreed to.

Mr., McLEAN. At the bottom of page 32, I move to strike
out lines 24 and 25 and to insert in lien thereof the amendment
to the amendment which I send to the desk.

The PRESIDING OFFICER. The amendment proposed by
the Senator from Connecticut to the committee amendment will
be stated.

The Reavive Crerkx. At the bottom of page 32 it is proposed
to strike out lines 24 and 25, as follows: “And the remalining
net earnings, if any, shall be paid to the United States as an
additional franchise tax"; and In Heu thereof to insert: “And
10 per cent of the remaining met earnings shall be paid into
the surplus, and 90 per cent shall be paid to the United States
as an additional franchise tax.”

The amendment to the amendment was agreed to.

Mr. FLETCHER. I desire to suggest to the chairman of the
committee that on page 32, line 22, after the word “ earnings,”
there should be inserted the words “in any year”; so that it
will read:

And thereafter when net earnings in any year exceed 12 per cent—

And so forth.

Mr. McLEAN. I shall be glad to accept that amendment,

The PRESIDING OFFICER. The amendment suggested hy
the Senator from Florida to the committee amendment will be
stated.

The Reaping CrEemxg. On page 32, line 22, after the word
“earnings,” it is proposed to insert “in any year”; so that it
will read:

And thereafter whem net earnings in any year exceed 12 per cent.

The amendment to the amendment was agreed to.

The PRESIDING OFFICER. The question is on agreeing
to the amendment of the committee as amended.

The amendment as amended was agreed to.

The next amendment of the Committee on Banking and
Currency was, at the top of page 33, to strike out section 201,
as follows:

SEc. 201. That section 13 of the Federal reserve act, as amended,
be further amended by striking out the proviso at the end of the
fmﬂmnd paragraph of eaid section, so that said paragraph shall read as

WS

“ Upon the indorsement of any of its member banks, which shail be

deemed a walver of demand, notice, and protest by such bank as to
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its own indorsement exclusivaly, any Federal reserve bamk may dis-
count notes, drafts, and bills of exchange arising out of actual com-

ercial transactions; that ls, notes, drafts, and bflls of exchange
ssued or drawn for agricultural, industrial, or commercial purposes,
or the proceeds of which have heen used, or are to be used, for such
purposes, the Federal Reserve Board to bave the right to determine
or define the character of the paper thus eligible for discount, within
the meaning of this act. Nothing in this act contained ghall be con-
strued to prohibit such notes, drafts, and bills of exchange, secured
by staple agricultural produets or other goods, wares, or merchandise
from being eligible for such discount, but such definition shall not in-
clude notes, drafts, or bills covering merely investments or issued or
drawn for the pu of earrying or trading in stocks, bonds, or other
investment securities, except bonds and notes of the Government of the
United States. Notes, drafts, and bills admitted to discount under the
terms of this paragraph must have a maturity at the time of discount
of not more than 50 Enys. exclusive of days of grace.”

And in leu thereof to insert:

SEC. 202, That section 13 of the Federal reserve act, as amended
be further amended by striking out the proviso at the end of the secon
paragraph of said section and inserting in lieu thereof the fﬂliowlnf:

# E*Tpon the Indorsement of any of its member banks, which shall be
deemed a walver of demand, motice, and protest by such bank as to
its own indorsement exclusively, and subject to regulations and limita-
tions to be prescribed by the Federal Reserve Board, any Federal re-
serve bank may discount or purchase bills of exchange payable at
slght or on demand which are drawn to finance the domestic shipment
of nonperishable, readlly marketable staple agricultural products and
are secured by bills of lading or other sghipping documents wnveying
or securing tftle to such staples: vided, however, That all suc
bills of exchange shall be forwarded promptly for cohecnon, and de-
mand for payment shall be made with reasonable promptness after the
arrival of such staples at their destination: Provided further, That
.no such bill shall in any event be held by or for the account of a
Federal reserve bank for a perlod in excess of 90 days. In discount-
ing such bills Federal reserve banks may compute the interest to be
deducted on the basis of the estimated life of each bill and adjust the
discount after payment of such bills to conform to the actual life
thereof."”

Mr, FLETCHER. I ask the chairman of the commitfee has
he any amendments to offer to that amendment?

Mr. McLEAN. No.

Mr. FLETCHER. Then T suggest, on page 34, line 9, after
the words “ Federal Reserve Board,” to insert the words * not
inconsistent with law,” so that the sentence would read:

ons and limitations to be prescribed by the
;‘ﬁgpgﬂb&ec:er?e ;:leo?rl:il tlimtl’i,lzlr.-r.n::siate-nt: with law. 4 ¥

I assume such regulations and limitations will not be in-
consistent with law, but I rather think we ought not to permit
them to legislate.

Mr, McLEAN. I do not think the amendment is necessary,
but I have no objection to It.

The PRESIDING OFFICER. The question is on the amend-
ment proposed by the Senator from Florida to the committee
amendment.

The amendment to the amendment was agreed to.

Mr, FLETCHER. On page 34, line 14, after the word “ docu-
ments,” I move to insert the words * attached thereto,” so that
the language would read:
and are secured by bills of lading or other shipping documents attached
thereto.

It seems to me such documents should be attached to the
paper which is being discounted. -

Mr. McLEAN. It would be natural to assume that such
documents would accompany the paper,

Mr. FLETCHER, 1 know they accompany the paper, but it
seems to me that the bill of lading or other shipping documents
ghould be attached to such paper.

Mr, McLEAN. T see no objection to the amendment,

The PRESIDING OFFICER. Without objection, the amend-
ment fo the amendment is agreed to.

Mr, FLETCHER. Then, on page 34, in line 23, T suggest to
i.e chairman of the committee that the word “ discount "' might
be improved on, and I propose that we strike out the word
“ discount ” and insert the words “ amount thus deducted,” so
that it would read:

In discounting such bills IMederal reserve banks may compute the in-
terest to be deducted on the basis of the estimated life of each bill
and adjust the amount thus deducted after the payment of such bills
to conform to the actual life thereof.

Mr. McLEAN. I see no objection to that.

The PRESIDING OFFICER. Without objection, the amend-
ment to the amendment is agreed to. The guestion now is on
agreeing to the amendment as amended.

The amendment as amended was agreed to.

The next amendment of the Committee on Banking and Cur-
rency was, on page 34, line 25, to change the number of the
section from 202 to 203.

The amendment was agreed to.

The reading of the bill was resumed and continued to the end
of line 13, page 35, as follows:

Bec. 203. That the Federal reserve act, as amended, be further
amended by striking out the fourth paragraph of section 18 thereof and
inserting in Heu of said fourth paragraph the following :

“Any eral reserve bank may discount acceptances of-the kinds
hereinafter deseribed, which have a maturity at the time of discount of

not more than 90 days sight, exclusive of days of grace, and which are
indorsed by at least one member bank : Provided, That such acceptances
if drawn for an agricultural purpose and secured at the time of accept-
ance by warehouse receipts or other such document conveying or secur-
ing title covering readily marketable staples may be discounted with a
maturlty at the time of discount of not more than six months sight,
exclusive of days of grace.”

The next amendment of the Committee on Banking and Cur-
rency was, on page 35, line 14, to change the number of the
section from 203 to 204,

The amendment was ngreed to.

Mr. McKELLAR. My President, at this point T have an
amendment which I wish to offer. Is the bill being read merely
for committee amendments?

The PRESIDING OFFICER. It has been agreed that com-
mittee amendments shall first be considered.

Mr. McCKELLAR. Very well. There will be no objection,
then, to my offering my amendment later on?

Mr. McLEAN, No.

The reading of the bill was resumed. The next amendment
of the Clommittee on Banking and Currency was, on page 36,
line 1, before the word *“ months,” to strike out “six"” and
insert “nine " : and in the same line, after the word * months,"
to strike out: * Provided, howerer, That (a) such notes,
drafts, or bills of exchange, when secured by warehouse re-
ceipts or other such negotiable documents, conveying or se-
curing ftitle to readily marketable, nonperishable agricultural
products, may be discounted with a maturity, at the time of
discount, not exceeding nine months, under regulations to be
prescribed by the Federal Reserve Board. Such regulations
shall be designed to insure that such notes, drafts, or bills
of exchange were drawn or issued as a part of a program of
orderly marketing of such agricultural producis, and not for
speculative holding of such products. (b) Such notes, drafts,
or bills of exchange, when secured by chattel mortgage upon
live stock, may be discounted with a maturity not exceeding
nine months, provided such live stock is at the time of dis-
count being fattened for market, under such conditions that
it will be ready for market on or before the date of maturity
of such note, draft, or bill, Notes, drafts, or bills of exchange
securedd by chattel mortgage upon breeding herds shall not
be eligible for rediscount under this section.” And insert:
" Provided, however, That notes, drafts, and bills of exchange
with maturities in excess of six months shall not be eligible
as a basis for the issuance of Federal reserve notes unless
secured by warehouse receipts or other such negotiahle docu-
ments conveying or securing title to readily marketable staple
agricultural products or by chattel mortgage upon live stock
which is being fattened for market.” So as to make the sec-
tion read:

Sgc. 204, That the Federal reserve act, as amended, be further

amended by addln,g at the end of section 13 a mnew section, to be
numbered section 13a, and to read as follows: ~

“ DISCOUNT OF AGRICULTURAL AND LIVE-STOCE PAPER.

“8ec. 13a. Upon the Indorsement of any of its member banks, which
shall be deemed a waiver of demand, notice, and protest by such
bank as to its own Indorsement exclusively, any Federal reserve
bank may discount notes, drafts, and bills of exchange issued or
drawn for an agricultural purpose, or based upon live stock, and
having a matuori { at the time of discount, exclusive of days of
5mce, not exceeding nine months: Provided, however, That notes,
rafts, and bills of exchange with maturities In excess of six months
shall mot be eligible as a basis for the issuance of Federal reserve
notes unless secured by warehouse recelpts or other such negotiable
documents conveying or securing title to readily marketable staple
agricultural products or by chattel mortgage upon live stock wh?ch
i3 being fattened for market."”

The VICE PRESIDENT. The question is on agreeing to
the amendment rveported by the committee,

Mr. FLETCHER. Mr. President, I should like to ask the
chairman of the committee if he does not think the language
following the word “ notes,” on line 22, ought to be stricken out
of the amendment? If we retain in the bill the words * unless
secured by warehouse receipts or other such mnegotiable docu-
ments conveying or securing title to readily marketable staple
agricultural products or by chattel mortgage upon live stock
which i being fattened for market” would they refer back to
the nine months' provision in the act, or would they leave the
door wide open for paper thus secured to be made the basis of
circulating notes, no matter when the maturity was?

I understand the effect of the provision is that * notes, drafts,
and bills of exchange issued or drawn for an agricultural pur-
pose or based upon live stock having a maturity at the time of
discount, exclusive of days of grace not exceeding nine months,”
shall be eligible for rediscount, but in order to be eligible as a
basis for circulating notes the time of maturity must be six
months, unless there is a warehouse receipt or a4 mortgage or a .
transfer of title accompanying the note. In that case are they
eligible as a basis for circulating notes, no matter when the
time of maturity is fixed, or is there a nine months’ maturity?
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Mr. McLEAN. There {s a nine months’ maturity if they are
secured, and if they are not secured they are lmited to six
months. I should be very glad to accept an amendment striking
out all after the word “ notes,” because I do not think that any
paper of more than gix months’ maturity should be used as col-
lateral for the issuance of notes payable in gold on demand;
but I had to subordinate my views to the views of the majority
of the committee. 1 myself think it is an unwise extension, but
it is clear enough what the provision means.

Mr. FLETCHER. 1 thought I would draw attention to that
matter.

Mr, MCLLEAN., I want to say to the Senator that there was
not a witness who appeared before the Commission of Agri-
cultural Inquiry who recommended an extension longer than
six months in any instance, whether secured or mnot. The
committee decided to extend the time to nine months, but the
committee put in the limitation that it should mot be used for
collateral for Federal reserve notes unless it was secured if
the maturity was more than slx months,

Mr. FLETCHER. And then, if thus secured, the maturity
must be within nine months?

Mr. McLEAN. That is right.

Mr. FLETCHER. 1 shall not offer an amendment.

Mr. HEFLIN. Mr. President, I want to say just a word about
the suggestion of the Senator from Florida. Nine months is
very much better than six, but nine months is not long enough
for some of the business of the farmers. We are running right
into the commercial idea of banking. The Senator from Con-
necticut does not think that any of these loans should be
extended over six months.

Mr. McLEAN. No; the Senator from Alabama is entirely
mistaken.

Mr. HEFLIN. What was the Senator’'s position?

Mr, MCLEAN. I do not object to the extension of the time
from six months to nine months so far as the rediscount fea-
ture is concerned. My objection pertains to the right to mse
these notes as collateral for the issuance.of Federal reserve
notes; that is all. I do not object to the extension to mine

. months on the agricultural paper. :
Mr, HEFLIN. Mr. President, nine months is not long enough.
We have guite a hard time getting certain Members of the
House, when we passed the Federal reserve act, to go up from
three months to six months.
Now, we are having just as hard a time to get from 6 months
up to 9 months, and the time will come when we will go to 12
months. We may not do it mow, but the farmer meeds 12
months’ time. Whenever you fix it for a shorter time the
danger is that they can take advantageé of the farmer and the
farmer's condition and force him to dispose of his stuff, and
perhaps to do it on a dead market. That is not true with
other collateral. In any other kind of commercial transaction
you can go to a bank and keep on renewing your note and keep
on getting an extension of time; but we have metes and bounds
about the farmer, and restraints and restrictions, until he is
forced right up against a hard proposition, and frequently is
forced to sacrifice his property and suffer heavy losses. When
he wants an extension of time, and wants to be aided so that
he can hold his stuff off the market until the price will yield a
profit, eertain agencies are working mot to aid him but to
force him to dispose of his stuff, and he has to do it at a sacri-
fice, That is why the farmers of America are in such des-
periate siraits to-day.
If this bill will not do the work, let us amend it so that it
will. Of course, I am very much better pleased with the nine
months' time than I was with the gix months. This will be
of considerable help, but for some farm transactions it is not
long enough. I want to fix it so that the farmer will be the
master of his business, just as people in the commercial world
with other kinds of collateral are the masters of their business.
The VICE PRESIDENT. The guestion is on agreeing to the
committee amendment.
The amendment was agreed to.
The reading of the bill was resumed, and the reading clerk
read as follows:
Notes, drafts, or bills of exchange issued or drawn by cooperative
marketin, ciations posed of producers of agricultural products
shall be geuned to have been issued or drawn for an agricmltural pur-
se within the meaning of this section If the proceeds thereof have
been or are to be advanced by such association to any members thereol
for an agricultural purpose, or have been or are to be used by such
association in making (g.nyme_nts to any members thereof om fccount of

icultural products dellvered by such members to the assoclation, or
#f such procecds have been or are to be used by such association to
eCon T the racing pebckaeing DOCLInE. prebratn. Sof ASSer
or marketing of any ag'ri'c‘ulturnj pr' net hand?ed by such association

for any of its members: Provided, hoiwever, That the express enumera-
tion in this paragraph of certain classes of paper of cooperative mar-

keting associations as eligible for rediscount shall not be construed as

rend ineligible other class of paper of such associations which
is now le for connt,
The eral Reserve Board may, by regulation, limit to a percentage

of the assets of a Federal reserve bank the ameunt of notes, drafts,

Bor excealiog Al monthn csdusine of eor ot Mk Shre Ly but

, exclusive of days o ace, which may be

discounted by such bank, and the smanntrogknn‘tg: rhtts, or hmf.;:;
ceep a turity in excess o mon ut not exce
ing nine months which may be discounted by such bank, &

The next amendment was, on page 88, line 7, to change the
number of the section from “ 204 ” to “ 205,” and on line 12 to
strike out “upon” and insert “ under,” so as to make the sec-
tion read:

Bec. 205. That the T e act, as amended, be further

‘ederal Teserv

mendsed by adding at the end of section 14 a new paragraph, as
OWS

*“{f) To purchase and sell in the n market, either from or t

domestic banks, corporations, or dtﬂduunf’ acceptances of ec:-

under the Federal aliriculturnl credits act when-

eral Reserve Board shall declare that the public interest

porations or
ever the
8o requires."”
The amendment was agreed to.
The next amendment was, on page 38, line 15, to change the
number of the section from “ 205 ™ to * 206,” so as to make the
section read;

Bec. 206. That the Federal reserve ‘act, as amended, be further
amended by striking out the minth paragraph of section 9 of said a
mq substituting in lien thereof the £$Mﬂng: o

“ No applying bank shall be admitted to membership in a Federal
reserve bank un it possesses a pald-ua,j unimpaired capital sufficient
to entitle it to become a mnatlonal banking association in the place
where it is sitnated under the visions of the mational bank act:

, however, That an app bank o in a place the
popnlation of which does not exceed 6,000 inh nts may, in the dis-
cretion of the Federal Reserve Board, be admitted to membership if it
poseesses g paid-up, unimpaired capital of at least $30,000, and if the
application accompanied by adequate undzrukln.fn of such bank
and of its principal stockholders that the capital of such bank will
within three {neurs be increased to $50,000: And provided Q{uﬂur,
That an applying bank, o in a place the population which
does not exceed 8,000 inhabitants, may, in the discretion of the Fed-
ernl Reserve Board, be admitted to membership if it possesses n
pﬂidg:’p, unimpaired eapital of at least $15,000, and if it is accom-
panied by adequate undertakings of such bank and of its principal
stockholders that such capital will within three years be increased to
$25,000, If any such undertakings have not been fulfilled within threa
years the Federal Reserve Board may forbid such bank to enjoy any
of the privileges of this act, and may require it to withdraw forth-
with from membership in the Federal reserve system.”

The amendment was agreed to.
The reading of the bill was resumed, and the reading clerk
read as follows:
Tirw 111,
AMENDMENTS TO WAR FINANCE CORPORATION ACT.

SEc. a&l:)l. g‘hat the ﬂ;lne during which the War Finance Corporation
may make advances and p no drafts, bills of exchange, or
other securities under the terma of sections 21, 22 23 and Mnﬁ tﬁe
War Finance Corporation act, as amended, is further extended up 1o

and including ary 20, 1024: Provided, That if H
for an advance or for the purchase by the War F‘inance“ upr’;ﬁ(:m?
no afts, bills of exchange, or other securities is received at the

office of the corporation in the District of Columbia on or before Feb-
ﬁr?arydgﬁi 1924, sutg:l ap licar_lf; may be dt;_cted upon and approved, and

e a ce ma made or the notes afis, or other securities pur-
chased at an me prior to March 81, ’1924. L

Bec. 302. That the second paragraph of sectlon 12 of Title I of the
an lli;inanca Corporation mct, as amended, 15 furtber amended to read
as follows:

“ The power of the corporation to issne notes or bonds may be exer-
cised at any time ‘pﬂor to January 81, 1927, but no such bonds or
notes shall mature later than Jume 80, 1927."

8mc. 308. (a) That paragraph 8 of section 15 of Title I of such act,
as amended, is amended by striking out at the beginning of such para-
gaph the words g July 1, 1923," and inserting in lieu

ereof the words * beginning April 1, 19247

(b) Paragraph 4 of such section, as amended, is amended by str‘itlm;
out at the begin of such paragraph the words “After Ju » 1928/
and inserting in lleu thereof the words “ After April 1, 1024

Tirie 1IV.
AMENDMENT TO FEDERAL FARM LOAN ACT.

BEC. 401. That paragraph T of section 12 of the Federal farm loan
act be amended to read as follows:

* Seventh, The amount of loans to any one borrower shall in no case
u::ceed‘ foomeximnm of $25,000, nor shall any one loan be for a less snm

Mr. McKELLAR. Mr, President, I had offered and had
printed an amendment in reference to factors' paper, and sag-
gested that it ought to come in on page 85. After consultation
with the chairman of the committee, T have concluded to with-
gﬁslt-w that amendment to this bill and offer it to the Lenroot

Mr, HARRISON. Mr. President, T desire to offer an amend-
ment on page 40, following line 8, as a new section.

The VICE PRESIDENT. The amendment will be stated.

The Reapineg Crerg. On page 40, afier line 8, it is proposed
to insert the following: -

BEC. —, That the War Finance Corporation act, approved April Bf
1918, as amended, Is amended fuorther by adding, after section 28 o
Title I thereof, a new section to read as follows :

“ Bee. —. That the corporation is hereby authorized and empow-
ered—
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“{a) To purchase, without recourse against the drawer thereof, and
n[.;nn snch other terms not inconsistent with this act as [t may deter-
mine, any

the United States, drafts or bills of exchange secured by bills of lading
or other instruments in writing conveying or securing merchantable
title to sald foodstuffs or wool or cotton or aug articles manufactured
therefrom in the United States when such drafts or bills of exchange
are drawn against sales of said foodstuffs, prodocts, or manufactured
articles by any such person to a fereign buyer or buyers established
and doing business in foreign countries to be secured biv Eroper and
sufliclent collateral or by the gunaranty of a legally establlshed foreign
government, or by both such collateral and goaranty as may be deemed
advisable in the judgment and discretion of the directors of the War
Finance Corporation. No such drafts or bills of exchange or convey-
ance of title shall have a maturity of more than six months from
the time of purchase: Provided, That in the discretion of the directors
of the War Finaunce Corporation such maturity may be fixed not to
exceed nine months.

“(b) Teo dpnrc]mne. without recourse against the drawer or Indorser
thereof, and upon such other {tems not inconsistent with this act as it
malv determine, from any bank, banker, or trust company of
United States, drafts or bills of exchange or conveyance of title, se-
cured by proper and sufficient collateral or by the guaranty of a legally
establis foreign government, or by both such collateral and i:nmms
in the manner described in paragraph (a) of this section, when sai
bank, banker, or trust company has purchased and guaranteed drafts
or bills of exchange from a person of the United States producing or
dealing In foodstuffs, or wool or cotton, or any articles manufac-
tured therefrom in the United States, without recourse against such
person,

“The gaid corporation shall provide for the registration with it of
all contracts, bllls of exchanﬁe. or. conveyances of title entered into
between said sellers of the United States and those forelgn buyers
whose purchase confracts and drafts and conveyances of title have
collateral or pguaranties as provided herein. Purchases of drafts or
bills of exchange or conveyances of title may be made under this
gection at any time prior to February 29, 1924, The aggregate
amount of such c{mrchnses authorized under the provisions of this
gection of the act shall mot at any time exceed! $250,000,000: Pio-
wided, That in no case shall any of the money so advanced under
this section be expended without the United States.

“{¢) That any provisions of the War Finance Cﬁomtiun act, as
smeiaﬂ ed, inconsistent with section 29 herein provided are hereby re-

aled.”

The word * person”™ when used in thils section shall be construed
to mean an individual citizen of the United Btates, a partnership
composed of such citizens, a corporation organized under the laws
of the United States or one of the component States thereof, or an
association composed of such eitizens, partnerships or corporations.

Mr. HARRISON. Mr. President, the so-called Capper bill,
which is now being considered, carries with it at least two
propositions that in my opinion are very splendid. One is the
amendment to the Federal reserve act extending the time for
the discount or rediscount of agricultural paper from six months
to nine months. The other is the extension of the life of the
War Finance Corporation another year.

The amendment that I have offered applies to the War
Finance Corporation and would operate during the life of the
War Finance Corporation. In a sentence, it provides that the
War Finance Corporation can make loans to interests here and
abroad where they are purchasing agricultural products in
this country, such as corn, wheat, cotton, or wool, or products

mide from cotton and wool, and where they can give good and |

sufficient security. You will note the money must be expended
here and the collateral must be adequate and good.

Mr. President, this amendment I have offered is the same as
the measure known as the Norbeck bill, with a slight change,
A simllar bill was introduced in the House. The agricultural
interests of the country believed that the enactment of such
a measure would greatly help them in their present distressed
condition. One of the main troubles with agriculture to-day
is. a lack of markets abroad and a lack of credit in those
markets, There are interests abroad which have the col-
lateral with which to purchase these crops, be they wheuat or
cotton or what not, provided they could get tlie money, and the
War Finance Corporation could easily loan the money. The
limitation here is up to $250,000,000. There would be no
more risk involved than has been involved in advancing the
money in. this country under the amendment to the War
Finance Corporation act and under the original act. But it
does offer an opportunity for the farmers of the country to sell
their surplus crops for export and will greatly aid in helping
them to get increased prices for their products.

Mr. McLEAN. Mr. President, I have not had an opportunity
to study this amendment. It is apparently a bill prepared by
Senator Norseck, which has never been considered by the Com-
mittee on Banking and Currency. I would like to ask the
Senator from Mississippi if this amendment permits the War
Finance Corporation to purchase direct from individuals?

Mr. HARRISON. Their securities, yes; bills of exchange, as
enumerated there, drafts secured by bills of lading, or other
instruments in writing conveying or securing merchantable title
to said foodstuffs or wool or cotton, or any articles manufac-
tured therefrom.

Mr, McLEAN, Does it authorize the taking of the notes of
individuals?

Mr. HARRISON, It does.

Pﬂm of the United States producing or dealing in:
foodstuffs or wool or cotton, or any articles manufactured therefrom in:

Mr. McLEAN, To that extent it enlarges very materially the
present scope of the War Finance Corporation.

Mr HARRISON. The present War Finance Corporation does
not loan directly to individuals. It loans directly to associa-
tions; and to individunals only through the banks, and so forth.

Mr. McLEAN. -To the banks.

Mr. HARRISON. To that extent it would enlarge the powers
of the War Finance Corporation,

Mr. McLLEAN. If I remember correctly, that proposition was
brought to the attention of the Senate at the time the War
Finance Corporation bill was before the Senate, and very serious
objection: was raised to the very provision which the Senator
now advocates;, because in the operation of the War I'inance
Corporation, the Senator will understand, very careful manage-
ment is required.

If it had not been in the best of hands I am very certain
that it would have done more harm than good; but fortunately
it has been exceedingly well managed, and if the Senator had
heard the testimony before the Committee on Banking and Cur-
rency he would have realized that under the operation of the
law as it is these funds do go divect to the farmers, through the
banks, in almost every instance where it has been necessary.
As T sald yesterday, in: North Dakota the War Finance Corpo-
ration has loaned to 600 banks, upon the notes of 26,000 farm-
ers. Wlhen you extend that power to the War Finance Corpo-
ration: and' give them the right to take notes from individuals,
unless you have the very best of management, you are engaging
in something which, to my mind, is exceedingly unwise.

With regard to the handling of our foreign exports, I would
like to say to tlie Senator that one of the leading exporters of
cotton from the South appeared before our committee and testi-
fied that at the present time Germany is consuming nearly her
normal quantity of cotton, and paying for it without the least
trouble. There is no difficulty to-day in financing our foreign
exports where the foreigner has funds, There is no need
whatever of extending in this counfry any additional facilities
beyond those now exercised by the War Finance Corporation.
I call these things to the attention of the Senator because I
believe that his amendment is unnecessary and unwise.

Mr. LENROOT. May I add that the testimony shows not
only is there no difficulty in farmers here securing credit if the
foreigner has power to liguidate, but there is no diffieulty of
the foreigner himself getting the credit.

Mr, McLEAN. That is the idea I intended to convey. Ger-
many sold in this country nearly a billion dollars worth of
marks when they were far below par, and that credit is here
now. Wae have purchiased large totals of foreign securities, and
we have loaned large sums of money, and credits are here, and
tlis exporter from the South assured the committee that there
was' no difficulty whatever in financing the sale of goods to
foreign purchasers.

Mr. HARRISON. The Senator thinks it is a perfectly sound
business proposition; his only objection is, as I understand,
that there is no necessity for it. Is that right?

Mr. McLEAN. T do not think it is sound to give to this cor-
poration, a bureau here in Washington, the power to buy the
paper of individuals. I should hope they would not exercise
it. I think it much preferable that it go through a bank and
carry a bank's indorsement.

Mr. HARRISON, This allows the banks to discount certain

paper.

Mr. McLEAN. I do not object to that, where a bank will
indorse the paper.

Mr, HARRISON. Tt also empowers and authorizes them to
use their discretion in saying whether it is good or not.

Mr. McLEAN. I think Congress is going too far. I think
we should require the indorsement of an established banking
institution if we are to take money out of the Treasury of the
United States and loan it to individuals.

AMr. HARRISON. Mr. President, it is: very true that this
proposition was advanced before. It was advanced when we
amended the War Finance Corporation act. At that time we
tried to incorporate a provision giving power to the War
Finance Corporation to loan money directly to individuals. It
is quite true that a majority of the Senate was at that time
opposed to that proposal. I was very heartily in favor of it
I am in favor of a proposition such as that being incorporated.
in the Lenroot-Anderson bill, which will follow the Capper bill.
I shall attempt to have it amended in that particular. So I
have not changed my opinion about that proposition at all,
and when we drafted the bill amending the War Finance Cor-
poration act there was an amendment, not in the exact wording
of this amendment, but the idea was there, that the War
Finanee Corporation could loan money either to foreign inter-
ests or foreign governments, where the security was good,
where it was to go to purchase agricultural products in this
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country, and the money was to be expended in the United
States. That went out, not by a vote of the Senate but be-
cause of the compromise measure that was adopted it was
thought wise by a majority of the Senate to leave it out.

I do not agree with the Senator from Connecticut or with
the Senator from Wisconsin that there is not now a need for
the sale of surplus agricultural products of this country and
that there is now a sufficient credit among foreign nations for
the purchase of them. I believe quite to the contrary, and I
also believe that this amendment would furnish a safe and
splendid channel by which the farmers of America counld dispose
of their surplus products either to a foreign Government or to
foreign citizens, provided they put up the right kind of security.
I would not stand for a moment for the proposition that the
law should not provide that the security should be adequate,
because I want to see the Government absolutely safeguarded.
1 do not want to see the Government go into an adventuresome
proposition. But the trouble is that there are some of us
who have more confidence and faith in the integrity and in
the ability of the men who comprise the War Finance Cor-
poration than others have. T have great respect for the per-
sonnel of that corporation. I think the reviving of that cor-
poration and the manner in which it has discharged its duties
has been the one thing done since this administration was in-
ducted into power that has really given relief. I am sorry I
can not say more things have been done, but that is one thing
which, so far as my State is concerned, I am sure has brought
a very large measure of relief to the farmers of Mississippi,
and I believe it has been of benefit to farmers all over the
country. Of course, the restrictive provisions of the law com-
pelled individuals to seek relief through the banks, and in many
instances, perhaps, individual wants were not taken care of,
but, as a whole, the situation among farmers and bankers was
helped, and thousands of communities felt indirectly, if not
directly, its good efTeet.

Mr. McLEAN. May I ask the Senator if he has submitted
it to the manager of the War Finance Corporation, and whether
it is approved by tiie War Finance Corporation?

Mr. HARRISON. I think the War Finance Corporation
would oppose it.

Mr. McLEAN. I think they would.

Mr. HARRISON. I have more faith in the War Finance
Corporation than the War Finance Corporation has in itself.

Mr. McLEAN. I understood the Senator to say he had the
highest regard for the personnel of the War Finance Cor-
poration.

Mr. HARRISON. I have; but the trouble about it in the
beginning was that the War Finance Corporation thought we
were piling so much work on them and giving them such a vast
opportunity that they were afraid they might fall down under
the weight of the load placed upon them, so they protested and
said, * Oh, do not enlarge the power to that extent.” But the
farmers of the great Middle West have surplus crops, the prices
of their products have decreased, and it will never increase until
they sell and dispose of their surplus crops. The same thing is
true of cotton, although there is such a small crop of cotton, of
course, that it is being sold, and sold at a fair price, though the
producers ought to get more for it. But the corn farmer and
the wheat farmer must dispose of their surplus crop, and here
is an opportunity to give to this great agency of the Govern-
ment, which has millions and hundreds of millions of dollars
lying idle, an opportunity to loan it on good security and let it
be distributed in that way among the farmers of the country, so
that they ean dispose of their crops, now piled high or stored
away. I want to see some of this much-talked-of * return to
prosperity " make Itself felt among the farming classes. They
can not feel it or see it, unless, sirg, you give them an oppor-
tunity to market their surplus crops by either finding a market
or creating a system by which a lacking credit may be supplied.
That is what this amendment will do. If it is sound, even
though we may on this floor differ as to its necessity, why not
resolve the doubt in favor of the agricultural interests. It can
do no harm, and the possibilities for good are manifold.

Mr. McLEAN. If the Senator from Mississippi will permit,
1 want to insist that in order to sell their crops they must
have markets, somebody who wants to buy them, The Senator
will concede that.

Mr. HARRISON. Certainly.

Mr. McLEAN. My position is that if there is anybody who
wants to buy, and has the wherewith to pay for the products,
there is no difficulty whatever in managing the exchange.

Mr. HARRISON. The Senator does not think they have the
cash at this time over in Germany, for instance, and in a lot
of other countries of continental Europe?

Mr. McLEAN. T just said to the Senator that they are pur-
chasing this year something like a million and a half bales of
cc;ttt;:. They are making their payments without any trouble
at a

Mr. HARRISON. Oh, yes; but they might be purchasing
two or three million bales if they had more credit.

Mr. McLEAN. They are purchasing all they can consume, as
much as they consumed in Germany before the war,

Mr. GLASS. The Senator will recall that perhaps the largest
exporter of cotton in all the South appeared before our com-
mittee and stated that the people abroad had no difficulty what-
soever in getting all the credit and all the bank accommoda-
tions necessary for all the cotton they could utilize over there.

Mr. HARRISON, Let us pass cotton by. Let us assume that
is true. That is not true of wheat, of corn, and of live stock.

Mr. McLEAN, Precisely the same :situation exists. The
trouble is that there is an excess of about 650,000,000 bushels
of wheat above pre-war production,

Mr. HARRISON. That is the point.
that surplus.

Mr., McLEAN. Where are you going to sell it if nobody
wants it? !

Mr. HARRISON, The Senator just assumes that nobody
wants it. He assumes that there is no market for it. I assume
that there is a market if the people had the credit to buy, and
I am trying to afford an opportunity for them to get some
credit, provided they can offer good security. This does not
compel the corporation to loan any money but only authorizes
them to loan the money provided the demand is made.

Mr. McLEAN. They have all the credit they want now if
they have the security,

Mr. HARRISON. The Senator may believe that, and the
Senator from Wisconsin may believe it——

Mr. McCLEAN, There is no doubt about it.

Mr. HARRISON. But there are millions of Americans who
do not believe it. In Europe to-day there are millions of dol-
lars' worth of good securities, but the owners of them find these
securities worthless when it comes to borrowing money in those
countries on them.

Mr. GLASS. My friend the Senator from Mississippi said
something about hundreds of millions of dollars lying around
idle. I would like to know where they are. Only day before
yesterday the Government of the United States had to borrow
$300,000,000 and issued Treasury certificates at 44 per cent with
which to do it. Where are these hundreds of millions of dol-
lars lying around loose and idle?

Mr. HARRISON. I made that statement because fhe War
Finance Corporation has $500,000,000. I think that is the
amount.

Mr. GLASS. - No; the War Finance Corporation has a ecredit
with the Treasury Department, a book credit, of $500,000,000;
but the Treasury Department has not any money lying aroumd
loose and idle. It is having to borrow money every day in the
world at a pretty stiff rate of interest.

Mr. HARRISON. But that money is there, and was desig-
nated by Congress for a specific purpose. It is there. It is
not used in any other manner,

Mr. GLASS. The Senator is mistaken in saying the money is
there. There is no money there. There is nothing but a credit
there. If the Government gets the money, it has to go out and
sell Treasury certificates at 43 per cent to get it. There is no
money lying around idle. That is a fiction.

Mr. HARRISON, If there is no money lying around idle,
I am in favor of going out and getting the money to loan to
these farmers and to those who may buy their products on
good security.

Mr. LENROOT. Mr. President:

Mr, HARRISON, I yield to the Senator from Wisconsin.

Mr. LENROOT. I would like to ask the Senator if he is not
confusing purchasing power with credit facility. There is a
very great lack of purchasing power in Europe, owing to the
fact that the average individual is not employed or is not
receiving such wages as give him purchasing power, and that
individual has not the credit, very naturally. But the amend-
ment does not propose to reach that individual. The people
the amendment would reach now have the credit; but the
trouble is they can not sell, because the purchasing power of
the country is lacking.

Mr. HARRISON, I can not agree with the Senator wholly
on that proposition. I think the amendment would aid very
materially. It will strengthen and popularize the measure
now being considered.

Now, Mr. President, if there is no other discussion on the
amendment I am ready for a vote.

We have to dispose of
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Mr. LENROOT. If the Senator will permit me, I would like
to read a paragraph from the testimony of Mr. Howard, who
appeared before the committee upon the subject. The Senator
from Mississippi no doubt is acquainted with Mr. Howard. He
is gzeneral sales manager for the American Cotton Growers’ Ex-
change, composed of eight cotton States organized for coopera-
tive cotton marketing. Among other things, he said:

I have charge, among other things, of the export sales of cotton.

He said further: \

In regard to the present situation, in cotton nrticularlr. that with
which I am most familiar, I do mot find that there is any proper de-
mand from England or continental markets for gpecial eredits. I sell
the Continent in dollars, payable in New York or payable on arrival
of the steamer at the huropcan I!gr.-ﬂ and the buyers there seem to
have no difficulty in securing credits to pay for all the cotton they
wish to buy. . ™ >

The VICE PRESIDENT. The question is on agreeing to the
amendment of the Senator from Mississippi [Mr. HArRRIsON].

Mr. HARRISON. On that I ask for the yeas and nays.

Mr. MOSES. Mr, President, I suggest the absence of a
quorum,

The yeas and nays were ordered.

The VICE PRESIDENT. The yeas and nays having been
ordered on the amendment, does the Senator from New Hamp-
shire desire a quorum call?

Mr. MOSES. If the yeas and nays have been ordered, I
suggest the absence of a quorum.

The VICE PRESIDENT. The Secretary will eall the roll to
ascertain the presence.of a quorum.

The reading clerk called the roll, and the foIIowmg Senators
answered to their names:

Ball Hale McKinley Spencer
Bayvard Harreld McLean Stanfield
Borah Harrls - MeNary Stanley
Brookhart Harrison Moses Bterling
Bursum Heflin Nelson Sutherland
Capper Jones, N, Mex, New WaAnson
ﬂ- Jones, Wash. Nicholson Townsend

Couzens Kellug{z orbeck Underwood
Curtis Kendrick Norris Wadsworth

rnst Keyes ddie Walsh, Mass.
Fernald Ladd Overman ‘Walsh, Mont.
Fletcher La Follette Phip Warren
Frelinghuysen Lenroot Poindexter Williams
George Lodge Bheppard Willis
Gerry MeCumber Shortridge
Glass McKellar Simmons

The VICE PRESIDENT. Sixty-two Senators have answered
to their names., A gquorum is present. The guestion is on the
amendment offered by the Senator from Mississippi on which
the yeas and nays have been ordered.

Mr, JONES of Washington. Let the amendment be read.

The VIOE PRESIDENT. The Secretary will report the
amendment.

Mr. MOSES. The amendment of the Senator from Missis-
sippi is a very long one and has been read once or twice. I
suggest that the Senator from Counecticut [Mr. McLeax] might
state the purport of it.

Mr. JONES of Washington. I withdraw the request.

The VICE PRESIDENT. The Secretary will eall the roll on
agreeing to the amendment.

The reading clerk proceeded to call ithe roll.

Mr. CURTIS (when Mr, CAmeroN's name was called). I
wish to announce that the Senator from Arizona [Mr. CAMERON]
is detained on official business.

Mr. PHIPPS (when his name was called). I have a pair
with the junior Senator from South Carolina [Mr. Drat],
which I transfer to the junior Senator from Maryland [Mr.
WeLLER], and vote “ nay.”

Mr. WILLIS (when his name was called). I am paired with
my colleague, the senior Senator from Ohio [Mr. POMERENE],
who is absent because of illness, I transfer that pair to the
senior Senator from Pennsylvania [Mr, PerrEr] and vote “ nay.”

The roll eall was concluded,

Mr, SUTHERLAND (after having voted in the negative). I
have a general pair with the senior Senator from Arkansas
[Mr. RomiNsox], who is absent. I transfer that pair to the
junior Benator from Arizona [Mr. CameRoN] and allow my
vote to stand.

Mr. McKINLEY (after having voted in the negative). I have
a permanent pair with the junior Senator from Arkansas [Mr,

| CArAwAY], who has not voted. I transfer that pair to the
junior Senator from Vermont [Mr. PAge] and allow my vote to
stand.

Mr, HALE. I transfer my pair with the senior Senator from
| Tennessee [Mr. SHIELDS] tothe senior Senator from Connecticut
| [Mr. BranpEGEE] and vote “ nay.”

Mr. BAYARD (after having voted in the afirmative). I have

la pair with the junior Senator from Pennsylvania [Mr. REEp].

I thought he was present, but I find he is absent. I desire to

transfer my pair with that Senator to the senior Senator from’

Missour! [Mr, Reep] and allow my vote to stand.

Mr. KENDRICK (after having voted in the affirmative).
Has the Senator from Illinois [Mr. McCorMmIicK] voted?

The VICE PRESIDENT, That Senator has not voted.

Mr, KENDRICK. I have a general pair with the Senator
from Illinois [Mr. McCormick]. 1 transfer that pair to the
S&l:.dtor from Nebraska [Mr. HrrcHcocK] and allow my vote to
8 s

Mr. McCUMBER (after having voted in the negative). I
transfer my general pair with the junior Senator from Utah
[Mr. King] to the senior Senator from Vermont [Mr. Dic-
ringHAM] and allow my vote to stand.

Mr. JONES of Washington (after having voted in the nega-
tive). Has the senior Senator from Virginia [Mr. SwansoN]
voted 2

The VICE PRESIDENT. That Senator has not voted.

Mr, JONES of Washington. I promised to take care of him
with a pair in his absence. I transfer that pair to the
senior Senator from Iowa [Mr, Cummins] and allow my vote
to stand.

Mr. WILLIAMS. Mr. President, a parliamentary inguiry.
Has the Benator from Indiana [Mr. Warsox] voted?

The VICE PRESIDENT. He has not voted.

Mr. WILLIAMS. I transfer my pair with that Senator to
the senior Senator from Louisiana [Mr. Raxsperr], and I vote

“ yen."

Mr. COLT (after having voted in the negative).
junior Senator from Florida [Mr., TrAymwmerL] voted?

The VICE PRESIDENT. He has not voted.

Mr. COLT. I transfer my pair with that Senator to the
senior Senator from Maryland [Mr. Franxce] and allow my
vote to stand.

Mr. CURTIS.
pairs:

The Senator from New Jersey [Mr. Epee] with the Senator
from Oklahoma [Mr. OwWeN]; and

The Senator from South Dakota [Mr. SteErrLing] with the
Senator from South Carolina [Mr. SmiTH].

The result was announced—yeas 21, nays 40, as follows:

Has the

I wish to announce the following general

YEAS—21.
Bayard Heflin McNa Walsh, Mass.
Brookhart Jones, N. Mex, Norbec Walsh, Mont,
Capper Kendrick orris Williams
l"letcher Ladd Sheppard
Harris La Follette Simmons
Harrison McKellar Stanley

NAYS—40,
Ball Frelinghuysen Lod, Poindexter
Borah George Ml:(gfmber Shortridge
Bursum .Gerr,r McKinley Spencer
Calder Glass McLean Stanfleld
Colt @ Moses Sutherland
Couzens Harreld Nelson Townsend
Curtia Jones, Wash. New Underwood
Elkins Kellogg Nicholson Wadsworth
Ernst Keyes Oddie ‘Warren
Fernald Lenroot Phipps Willis

NOT VOTING—35.

Ashurst Edge Owen Shields
Brandegee France Page Smith
Broussard Gooding Pepper Smoot
Cameron Hitcheock Pittman Bterling
Caraway Johnson Pomerene Swansoh
Culberson chtg Ranedell Trammell
Cummins McCormick Reed. Mo. Witson
Dial Myers Reed, Pa. Weller
Dillingham Overman Robinson

So Mr. Harrison’s amendment was rejected.

Mr. NORBECK. Mr, President, I desire to offer an amend-
ment to the pending bill. I am not opposed to the bill; T am
satisfled with it and with all of its features, except that I think
the title to the bill may be misleading., As a member of the
Committee on Banking and Currency, I had an opportunity for
two weeks to listen to the hearings on the bill, and it was
plainly understood from the beginning that the bill was not an
agricultural eredit measure, but that it was a live-stock loan
bill designed to provide for the formation and supervision of
live-stock corporations; in other words, to obtain credit for the
cattlemen of the West. In fact, the junior Senator from Kansas
[Mr. CarpEr] stated before the committee the first day he ap-
peared that the bill was not intended as a farm-credit bill;
that it was not intended to help the man with 50 head of cattle
or the man who had a hundred head of cattle; but that it was
intended to take care of the big cattle concerns of the West
which run a thousand head or so of cattle; and it may serve a
very good purpose at that. Not much, however, is expected
from the bill by its advocates. Some have said that they hoped
a half dozen companies would be organized ; some have said that
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they hoped that the number might be 50; but, admitting that 1t
might be 100, the bill after all will afford but a very small
addition to the 30,000 banks that extend credit throughout the
country.

My amendment simply goes to this question. Section 1 of the
bill reads:

;I"i'mt this title may be cited as *‘the Federal agricultural credits
act. .

Thus it preempts the ground. One of the things we are
contending for is a sane, practical farm-credits act; and I do
not propose, so far as I am concerned, that a cattle loan corpo-
ration act shall be denominated *“the Federal agricultural
credits act.” So I send to the desk an amendment and ask that
it may be read.

The VICE PRESIDENT. The amendment proposed by the
Senator from South Dakota will be stated.

The ASSISTANT SECRETARY.. On page 1, section 1, in lines 5
and 6, it is proposed to strike out the words:

d’l:l'mt this title may be ecited as “ the Federal agricultural credits
act.

And in lien thereof to insert:

That this title may be cited as ‘‘ the Federal live-stock corporation
loan act.”

The VICE PRESIDENT. The question is on ggreeing to the
amendment proposed by the Senator from South Dakota.

Mr. McLEAN. Mr. President, if that change in the language
of the bill shall be made, other changes ought to be made,
because, as the Senator from South Dakota knows, the proposed
corporations are denominated throughout the bill as “ Federal
agricultural credit corporations,” and the title of the bill was
framed to correspond with its provisions, which relate solely
to Federal agricultural credit corporations. I hope, therefore,
the amendment will not be agreed to.

Mr. NORBECK. Mr. President, I simply wish to say that the
suggestion of the chairman of the Committee on Banking and
Currency is correet, and I shall endeavor to have other amend-
ments to the bill adopted if the one which I now offer shall be
agreed to, which I hope it may. We do not wish to practice
deception upon the farmers at this time, and to pass a bill which
relates to something else and yet call it an agricultural credits
act, I ask for the yeas and nays on the amendment,

Mr. McLEAN. The bill goes further than to provide credit
for eattle companies; it includes all agricultural products.
There is no exception made in favor of cattle companies. It
includes them, but it also includes everything that is grown on
the farm. I see no force whatever in the proposition of the
Senator from South Dakota,

Mr, LENROOT, Mr. President, it seems to me that there
ought to be some amendment to Citle I of the bill. TUnless there
be an amendment, the people of the country are going to be
very grossly misled concerning what the bill is, especially if
this should be the only bill that should be passed upon the
subject of agricultural credits at this session. However, may
1 suggest to the Senator from South Dakota that if he would
strike out the words “ live stock " from his amendment and insert
“ agricultural ” it would meet the objection of the Senator from
Connecticut and avoid any other and further amendments to the
bill?

Mr. McLEAN.,
in that form.

Mr. NORBECK. I will say that that would be satisfactory
to me, if the word * corporation” should be retained in the
bill, because that would describe what the bill is. It provides
for the organization of and regulation of cattle eredit corpora-
tions,

Mr. LENROOT. My suggestion is to leave the langunage as
the Senator has proposed it, but to strike out the words “live
stock ” and to insert the word “ agricultural.”

Mr. NORBECK. Why not put them both in? T will accept
any change that will leave the word “ corporation” in, because
the bill provides for regular corporations to be formed for the
purpose 1 have indicated.

The VICE PRESIDENT. Does the Chair understand the
Senator to desire to perfect his amendment?

Mr. NORBECK. Yes.

The VICE PRESIDENT. The amendment as modified will be
stated.

The AsSsISTANT SECRETARY. On page 1, in lines 5 and 6, it is
proposed to strike out the words *the Federal agricultural
credits act” and to insert the words “ the Federal agricultural
corporation loan aect.”

Mr. McLEAN. I have no objection to that.

The VICE PRESIDENT. Does the Senator desire the yeas
and nays on his amendment?

I should have no objection to the amendment

Mr. LENROOT. Mr. President, the chairman of the com-
mittee has accepted the amendment.

Mr, LODGE. The Senator from Connecticut has accepted the
amendment.

Mr. FLETCHER. 1 hardly think the chairman of the com-
mittee by accepting it assumes to preclude the Senate from
voting upon it. The point has been miade that he accepts the
amendment and that that settles it. I hardly think that ought
to follow.

Mr. McLEAN. The amendment which the chairman of the
committee is willing to accept is that the title shall be * The
f‘oetzﬁml agricultural corporation loan act.” I have no objection

at.

The VICE PRESIDENT. The question is on agreeing to the
amendment as modified.

Mr. BROOKHART. Mr. President, it seems to me that the
suggestion coming from the Senator from Wisconsin [Mr. Lex-
RrooT] does nmot meet the sitnation; and, so far as the farmers
of the United States are concerned, I deem the matter an im-
portant one. This measure as framed will be of no value what-
ever to the farmers of my State, and it will not be used by
them. It does not provide an agricultural credits system which
will be practicable in the State of Iowa, nor do I believe it will
be used in the neighboring States. Therefore I think the words
“live stock ™ should be inserted in the title. The words “ and
other agricultural purposes " might also be in it, but the words
“live stock " ‘certainly ought to be retained,

I think the bill, if finally enacted, will be of some benefit,
perhaps, to the Western States. They already have formed
live-stock «assoclations which, I understand, will fit into this
legislation; and if that is true, I am willing that they should
have the benefit of the measure; but I do not want to go back
to the farmers of Towa and say that I voted for an agricultural
credits corporation act or anything of that kind when I feel at
the same time that it will be of no benefit to them.

I wish to state further, Mr. President, with reference to this
measure, that, in my opinion, we are off on the wrong foot in
endeavoring to establish any kind of farm credit corporation,
I think any farm credit system ought to be cooperative in its
organization. This measure will not meet the purposes of the
great farm movement in the United States. Anyone ean go out
to a farm organization anywhere, for instance, to Red Brick
Local 659, and can ascertain from them all about what a co-
operative association is. They will also say that the farmers are
entitled to credit associations that are cooperative, and they will
know immediately that this measure does not meet their
demands.

In the State of Towa there are 1,900 banks organized on the
corporation system, and yet there is not a single bank in the
State of Towa that fits into the business of agriculture, although
agriculture represents more than three-fourths of ali the busi-
ness of the State. The control of the credit system is such that
the commercial idea dominates it. That idea runs clear up
through our whole banking structure, and even dominates the
policy of the Federal reserve system. That policy admittedly
does not fit the business of agriculture.

Here we have all this talk about the length of time. Here
is agriculture, the basic business of this country, with one-
third of the capital investment of the whole country, and, as I
have figured it out, agriculture is furnishing in this great bank-
ing organization about 40 per cent of the bank deposits of the
country ; and yet in the whole credit organization it is ignored,
and it is not considered as a business at all, and our whole
program is fixed from the commercial standpoint.

1 see no reason, except the arbitrary reason that has gone
with the banker’'s idea of the business turnover, against making
this time limit all the way through up to the full length of time
of the farmer’s turnover. I feel, therefore, that we have started
wrong. I believe we had better have worked out a real co-
operative association, under cooperative control, and that would
mean under the control of the farmers themselves. Bankers
associations of the State of Towa tell me that there never has
been a time when the farmers did not deposit more money in the
banks of our State than they had back for use in agriculture. If
that is true in Iowa, I believe it is more than true in almost
every other State of the Union, because we are big borrowers
out there.

The State of Iowa is the feeding ground for all the western
country. Great numbers of range cattle are brought in to the
Kansas Oity market and the Omaha market and the Sioux City
market, and the Iowa farmers buy them gnd take them out on
the farm and feed their crops to them. That takes a large
amount of credit—more, I believe, than is required in any other
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agricultural State—and yet in our State the farmers collectively
have more bank deposits than they ever have used.

The whole trouble comes from the fact that we are organized
on this commercial basis, and not on the cooperative basis.
Since we are organized in that way and this flow of credit is
controlled by the banking idea rather than by the agricultural
idea, we are short of credits in our State; and in the whole
United States I feel that the discrepancy is much greater. As
nearly as I ean tell on the basis of statements from officers of
the Federal reserve bank, the farmers deposit more than 25 per
cent of the total deposits in the banks of the United States; and
yet, if you will take the report of 1920, which analyzes this, you
will find that that would amount in the national banks to over
$4,000,000,000, or about that, and yet they received back for use
for agricultural purposes the total sum of $1,998,000,000.

The farmer is not permitted, I repeat, under the laws, either
of the States or of the United States, to organize his own funds
under his own control. They are organized on a commercial
idea. Therefore, I feel that the title of this bill should be re-
gtricted to the particular purpose which it will more fully serve.

A motion having been prepared here in line with these sugges-
tions, I move to insert the words *live stock and " before the
word * agricultural,” so as to read as follows:

That this title may be cited as “ The Federal live stock and agricul-
tural corporation loan act.'”

The VICE PRESIDENT. The amendment to the amendment
will be stated.

The AssISTANT SeEcrRETARY. It is proposed to strike out lines
5 and 6 on page 1 and to insert:

SecrioNy 1. That this title may be cited as “The Federal live stock
and agricultural corporation lean ae

Mr. McLEAN. I have no objection to that amendment.

The VICE PRESIDENT. The question is on agreeing to the
amendment offered by the Senator from Iowa to the amendment
offered by the Senator from South Dakota,

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

Mr. NORBECK. Mr. President, I have decided to offer an-
other amendment in harmony with this. The first part of the
title of the bill reads as follows:

To provide credit facilities for the agricultnral and live-stock indus-
tries of the United States—

And so forth, I propose to amend it so as to read as follows:

To provide for incorporation and supervision of corporations formed
for the purpose of making agricultural and live-stock loans.

The VICE PRESIDENT. The time to take up amendments
to the title is after the bill Is passed. The bill is before the
Senate as in Committee of the Whole and open to amendment,

Mr. FLETCHER. Mr. President, I suggest that on page 2,
line 1, there ought to be inserted, after the words “ United
States,” the words “ to be known as Federal live-stock and agri-
cultural loan corporations.” That designates the names of the
grp(}r:lmons to be formed under this act, in order to conform to

e title,

Mr. McLEAN. I have no objection to that.

Mr. FLETCHER. I move, then, to insert after the word
‘ States,” in line 1, page 2, the words “ to be known as Federal
live-stock and agricultural loan corporations”” Then I pre-
sume in line 23 the word “ credit ” ought to go out, so that the
name of each corporation organized under this act shall include
the words “ Federal ” and “ agricultural loan.”

Mr. McLEAN. - I do not think there should be any amendment
on line 23. We are simply naming the corporations there.

Mr. FLETCHER. It is inconsistent with the title.

Mr. McLEAN. I know it is inconsistent, but I think the
Senator’s amendment is entirely unnecessary.

Mr, FLETCHER. I make no point about it.

. Mr, McLEAN. I hope the Senator will not insist upon it. I
think it is entirely unnecessary and will tend to complicate
rather than to clarify the language of the bill,

Mr. FLETCHER, 1 am not disposed to differ with the chair-
man on that subject. Since the words *agricultural credit”
seem to be eliminated from the title, I thought perhaps they
should not oceur again in line 23 as a necessary part of the
name. I do not, however, insist on the amendment, if the
chairman prefers to leave it that way.

The VICE PRESIDENT. The amendment offered by the
Senator from Florida will be stated.

The AssisTANT SEcRETARY. On page 2, line 1, after the words
“ United States,” it is proposed to insert the following words:

To be known as Federal live gtock and agricultural loan corporations,

The VICE PRESIDENT. The question is on agreeing to the
amendment offered by the Senator from Florida.

The amendment was agreed to.

LXIV—-115

Mr. FLETCHER. Then on line 5, page 4, I move that the
word “ regulating ” be stricken out and that in leu thereof the
word “ defining ” be inserted, so that it will read:

To prescribe by its board of directors by-laws not inconsistent with
law or the rcﬁu]&tlons of the Comptroller of the Currency defining the
manner in which its general business may be conducted—

Instead of “ regulating.”

Mr, McLEAN. Why not put them both in?

Mr. FLETCHER. 1 do not think it is necessary to insert
both. It is just a repetition.

Mr. McLEAN. BHither word covers the subject completely,
but I have no objection.

Mr. FLETCHER. I think the word “defining” is better
than the word “ regulating.”

The VICE PRESIDENT. The amendment will be stated.

The AsSSISTANT SECRETARY. On page 4, line 5, it is proposed
to strike out the word * regulating” and in lieu thereof to in-
sert the word * defining.”

The VICE PRESIDENT. The question is on agreeing to the
amendment offered by the Senator from Florida.

The amendment was agreed to.

Mr. FLETCHER. Mr. President, I shall not move to strike
out paragraph (8), but I raise the question there whether or
not it is advisable to establish these branches, The committee
seems to have thought it was well to provide for establishing
and maintaining branches or agencies of these corporations
everywhere. It seems to me the provision is a very questionable
one, but if the committee is satisfied with it I am. I make no
point about it.

Mr. McLEAN. They are not banks. They will not compete
with commercial banks of deposit. It seems to me it will be a
great convenience for them to have branches, and I can see no
possible objection to it.

Mr. FLETCHER. I move to insert, on page 6, line 13, after
the word * market,” the words “ or by Federal farm-loan bonds
as collateral.”

Warehouse receipts or other like documents, or chattel mort-
gages, or other instruments conferring a first and paramount
lien upon live stock which is being fattened for market, are
considered sufficient security under the bill. I believe that
farm-loan bonds are just as good security as a chattel mortgage
on a cow or a thousand cows, depending upon the value of the
face of the bonds, and I see no reason why Federal farm-loan
bonds should not be accepted as security for paper of this kind.
That is the object of the amendment.

Mr. McLEAN. Mr., President, what becomes of the theory
that the Federal reserve notes shall be based upon self-liqui-
dating paper, short-time paper? We went all through that
controversy when we made United States bonds eligible for
rediscount. We are trying to get that long-time investment
paper out of the banks, and the law especially provides that no
such security shall be eligible. It shuts out all manner of
stocks and bonds. Farm-loan bonds are no better than muniel-
pal bonds; and when you let that class of paper into the Fed-
eral reserve system and make it eligible as security for the
issuance of bank notes payable in gold on demand you are
violating the basic principle upon which the Federal reserve
system was founded. ;

Mr. FLETCHER. The difference between the chairman of the
commiftee and myself is about this: He considers security
liquid provided it matures within a certain length of time. I
consider security liquid if it is good. If it is perfectly safe,
if it has the value behind it and means cash whenever demand
is made, in my judgment it is a llquid security. The farm-
loan bonds are not only valuable, are not only secured, in the
first place, by the obligation of the borrower, by the mortgage
upon his premises to the extent of 50 per cent of the actual
value of his land and 20 per cent of the value of the insured
buildings upon hiz land, but back of that also is the indorse-
ment of the national farm loan association of which he is a
member, Back of that is the responsibility of the Federal
land bank that issues the bond. Back of that is the approval
of the Farm Loan Board authorizing the issue of the bond;
and those bonds are by law made security for protecting the
accounts of guardians and trustees and administrators and
executors in practically all the States of the Union.

They are salable upon the open market. The last issue of
$75,000,000 was taken in two hours after they were offered at
44 per cent and above par, so that it seems to me that a bond
of that sort Is as good a security back of this paper as a
mortgage on cattle, which may die the next week.

Mr. McLEAN. We lived for 50 years or more under a bond-
secured currency and we got tired of it. We established the
Federal reserve system for the purpose of securing an elastic
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currency. If we should go back to the bond-secured currency,
we might as well include Govermment and other bonds and

abandon all idea that our Federal reserve system will continue:

a8 a system for the issuance of an elastic curremcy. We would
deprive it of its elastic properties the moment we qualify bonds
as security for the notes,

The VICE PRESIDENT. The Secretary will state the
amendment.

The AsSISTANT SEcrRETARY. On page 6, line 13, after the
word *“ market,” the last word in the line, insert a comma and
the following words “or by Federal farm-loan bonds as col-
lateral.”

The amendment was rejected.

AMr, FLETCHER. I may say that I will raise that ques-
tion again at some other time, but will let that verdiect, as to
this particular bill, remain as it has been rendered.

On page 7, line 8, it seems to me there ought to be an ex-
press provision allowing the substitution. By Inference it
follows that there may be substitution, but I can see no ob-
jection to making it clear. After the word * seeurities,” in
line 8, page 7, we should insert the words “ the right of sub-
stitution being hereby granted.” The Inference is that it
would be granted.

Mr. McLEAN. Clearly so. I can not see any necessity for
the amendment suggested by the Senator.

Mr. FLETCHER. It simply expressly authorizes the sub-
stitution of securities.

Mr. McLIEEAN. It is autherized under the language of the
bill, is it not?

Mr. FLTECHER. I do not think it is clearly authorized.

Mr. McLEAN. It reads, “other Instruments which may be
pledged as security therefor, the provision which may be made
with regard to release, substitution, or exchange of such
securities,” under the authority of the Comptroller of the
Currency.

Mr. FLETCHER. Is there any objection to saying, “the
right of substitution being hereby granted "?

Mr. McLEAN. No; I have no objection.

Mr. FLETCHER. I move that amendment.

The VICE PRESIDENT. The Secretary will state the
amendment.

The ASSISTANT SECRETARY. On page 7, line 8, after the
word “securities™ and the comma, to insert the words * the
right of substitution being hereby granted.”

Mr. LENROOT. May I suggest that If that language is
adopted there will at once be raised the very serious doubt
as to whether the exchange of securities will be authorized,
unless we make the same amendment in the other place.

Mr. McLEAN. That is true.

The VICE PRESIDENT. The question is on agreeing to the
amendment.

The amendment was rejected.

Mr., FLETCHER., The only point about that is that the
right of substitution must exist, and “provisions which may
be made with regard to release, substitution,” and so forth, do
not give that right. Obligations maturing prior to the debt for
which the obligation is made may often be pledged as securlty ;
and without the right of substitution the borrower is at a dis-
advantage in the matter of interest, or the borrower may find
it desirable to sell some of the live stock before the maturity
of his debt. Unless we expressly allow substitution, I do not
see that he has that right under the language as it is. I am
not disposed to press it further. .

On page 9, under the head of “ Limitation,” in line 3, I move
to insert, after the word “ incur,” the word * direct,” so that it
will read, “ No corporation organized under this act shall incur
direct liabilities,” and so forth, and strike out the words
“ whether direct or contingent, in excess of ten times its paid-in
capital.” There may come a time as to contingent liabilities
when the entire amount of a loan will exceed ten times the capl-
tal. Then they would have to quit business; whereas I think we
should restrict their limitation there to their direct obligations
and not extend it to contingert obligations, which refers to the
entire amount of outstanding business.

Mr. McLEAN. A contingent obligation might become as
binding or interfere just as seriously with the solvency of the
institution as a direct obligation.

Mr. FLETCHER. It seems to me eventually they might
have to quit business when they got to the amount of their
entire obligations, contingent on all the debentures they have
issped, even ten times the amount of their surplus and capital.
I do not think that is meant. I think it means the direct
obligations,

Mr. McLEAN. Will the Senator give us an instance of a con-
tingent obligation that wight not impair the solvency of the
corporation?

Mr. FLETCHER. Suppose one of these corporations should
have such a business that the total borrowing during a three-
year period, which is the life of the debentures, would be re-
stricted to ten times the capital. Then, when the limit had been
reached no current business could be done, because there is a
contingent liability on the entire amount of the business done
for the three years. It is presumed that obligations of others
which are sold and transferred have within themselves sufficient
security to find a purchaser. Contingent liabilities of banks,
such as rediscounts, and so forth, are speclfically excepted from
reserves, and I do not see why as to these corporations contin-
gent liabilities should not be excepted from the requirements
above the 10 per cent of the paid-in surplus and capital.

Mr. McLEAN. The debentures would be a direct liability.

Mr. FLETCHER. They might not be if they are used simply
to obtain money on, if they are simply indorsed.

Mr. McLEAN. If they indorse their own obligation, there is
a direct liability, is there not?

Mr. FLETCHER. It seems to me if you broaden this so as
to include all their Iiabilitles—Iliabilities whether direct or
contingent—you will reach a time in the operation of these
corporations within the three years when they will have to stop
doing any current business.

Mr. McLLEAN. 1 dislike very much to consent to an amend-
ment of that character, but if this passes the Senate and goes
te the House the House commiitee can consider it, and if there
is no objection to it it can be adopted there. But I dislike
very much to increase the limit which these concerns may loan
above ten times their paid-in, unimpaired -capital and surplus.
It seems to me that is as far as we should go.

Mr. FLETCHER. If the chairman of the committee feels
that way about it and feels that this language is not too broad,
so that it will not paralyze these institutions, I am not disposed
to press the matter.

Mr. WALSH of Montana. Let me inquire of the Senator
from Florida what kind of a contingent liability it is possible
for one of these corporations to incur? It issues its debentures,
It does not even indorse them. It issues them and sells them.
Of course, & man may be contingently Iiable upon a bond for
the faithful performance of an act by some one else. That is,
if someone else does not perform the duty, he becomes liable
on the bond. But I am unable to discover here that these cor-
porations are entitled to enter into any kind of contract under
which they would be contingently liable. I aeccordingly think
that in a practical way the effect of the legislation would be
just exactly the same whether the word “contingent" is left
in or not, »

Unless their effectiveness is going to be impaired by reason
of the fact that they do incur extensive contingent liabilities, T
would see no reason for taking it out. So I rose to Inquire
of the Senator from Florida if he can inform us what con-
tingent liabilities such a corporation is authorized to incur
that might, as he fears, limit its activities.

Mr. FLETCHER. This would mean that the total borrow-
ings during three years, which is the life of the debentures,
can not exceed ten times the paid-in and unimpaired capital and
sarplus.

Mr. WALSH of Montana. Quite so; but is not that the case
it you take “ contingent” out and leave it simply providing
for the direct liabilities, and so on? All of these debentures
are direct liabilities of the corporation, not contingent liabili-

es,

Mr. GLASS. The corporation is aunthorized, under the pro-
visions of the bill, to engage in the acceptance business, which
is sirictly a contingent liability business.

Mr. LENROOT. To buy and sell notes, even without their
indorsement.

Mr. FLETCHER. That is the kind of paper that would be
contingent. It iz supposed that that paper is secured when
it is offered to the corporation. It carries its own security.
The corporation sells it, and there is a contingent Hability there.
Of course, the corporation may be looked to eventually to
take care of that paper, and that is a contingent liability in my
mind. That is what T had in mind when I made the sugzestion,
It is a contingent liability, but the paper itself is secured origi-
nally, carries its own security, and the makers are primarily
looked to. The corporation would be looked to eventually,
perhaps, and that, as I said, is a contingent liability. The total
volume of all that business during three years can not exeeed
ten times the paid up capital and surplus. If it does, the
corporation must stop business. It can not take care of cur-
rent business at all any further. It seems to me that pro-
;}ﬁlﬁn makes it ineffective, unless you limit it to direct lia-

es.

Mr. WALSH of Montana.
ther,

Let me follow that a little fur-
Subdivision 2 authorizes the corporation *to make ad-
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vances upon or to discount, rediscount, or purchase, and to sell
or negotiate, with or without its indorsement or guaranty, notes
secured by chattel mortgages conferring a first and paramount
lien upon maturing and breeding live stock,” and so forth.

There is a contingent liability, as a matter of course, upon
obligations of that character. The direct obligation is the
obligation of the makers of the instruments.

But would the Senator from Florida put no limitation what-
ever upon the liability of the bank, contingent as it may be,
arising from the purchase and sale of paper of that character?
Would the Senator allow it to go on and incur liabilities of
that character, contingent though they be, to an unlimited
amount?

Mr. FLETCHER. I think the provision is confined to direct
liabilities and gives sufficient protection.

Mr. LENROOT. Does the Senator think anybody would buy
the debentures if there were no limitation upon the amount of
rediscount that may be made with the indorsement of the cor-
poration? It seems to me no investor would think of doing so
unless there were some limitation upon the contingent liability.

Mr. FLETCHER. We have a limit of 10 per cent upon the
direct liability. It seems to me that Is sufficient protection,
=0 long as we confine the direct liability to 10 per cent.

Mr. LENROOT. How is it any protection to the investor
in a debenture if there may be an unlimited contingent liability
upon rediscounts?

Mr. FLETCHER. I do not think there would be an un-
limited contingent liability there. It is not supposed, as I said,
that the bank would primarily be liable upon any of the redis-
counts. The law with reference to contingent liabilitles of
banks is that such matters as rediscounts are specifically ex-
empted from the requirements as to reserve. I do not see why
the same rule should not apply here.

Mr. McLLEAN. If the maker of a note did not pay it, it
might become a liability that would seriously impair the sol-
vency of the corporation.

Mr. FLETCHER. I believe it will be found that the pro-
vision, if it remains in the bill as it is, will make almost in-
effective the organizations, The business would be so limited
that it would not amount to very much. Still T am not dis-
posed to press the matter. 1 have called the attention of the
chairman of the committee to it, and I hope he will think it
over, I ask for a vote upon it anyway.

The VICE PRESIDENT. The amendment will be stated.

The AssISTANT SECRETARY. On page 9, line 3, before the
word “liabilities,” insert the word * direct,” and after the
word *liabilities” strike out the comma and the words
“ whether direct or contingent ” and the comma after the word
“ contingent.”

The VICE PRESIDENT. The question is on agreeing to the
amendment.

The amendment was rejected.

Mr. FLETCHER. Mr. President, under section 6 the pro-
vigion is that—

Any corporation organized under the provisions of this act may take,
receive, reserve, and charge on any loan or discount made, or upon
any note, bill of exchange, or other evidence of debt, interest at the
rate allowed by the laws of the State In_which such obligation is by
its terms made payable,

1 move to amend by striking out, on page 10, lines 1 and 2,
the words “such obligation is by its terms made payable”
and inserting in lieu thereof the words * its principal office is
located.”

For instance, we might have one of these corporations organ-
ized in one State making loans in other States. I saw a state-
ment in the minority report, I believe it was, by the Senator
from South Dakota [Mr. Nogeeck] to the effect that a number
of States have a contract rate of 12 per cent and a number of
other States have a contract rate of 10 per cent. If we are
going to be of any benefit to agriculture and to the live-stock
raiser and to the producer generally, we must furnish the
money, if we furnish it at all, at a reasonable rate. It does
not avail the farmer to pay 12 per cent interest on the money
which he must have. His business will not stand any such
rate as that.

Under the bill all the corporation has to do is to take the
paper in one State and make it payable in another State where
such paper bhears 12 per cent interest. Perhaps the borrower
is doing business in a State where the legal rate is 6 per cent,
That is where the principal place of business of the corporation
is, and where its principal office is located, and there the legal
rate of interest is 6 per cent. The bhill would allow them to
make the note payable in another State where the rate of
interest is 12 per cent, and the borrower has to pay the rate
of interest wherever the paper is made payable.

Mr. McLEAN, The borrower would know, of course, what
interest he was bound to pay and would have something to
say about it. If the rate were too high, he would go to some
other source,

Mr. WALSH of Montana. The very purpose of the provision
is to meet exactly that situation. It recognizes that the bor-
rower, being pressed, will submit to an exorbitant rate of inter-
est, and accordingly we put in a provision to help him so that
an exorbitant rate of interest shall not be exacted of him. But
the Senator has called attention to the fact that the purpose
may be evaded very easily by making the obligation payable
in a State that has the high rate of interest.

Mr. McLEAN. The borrower would have something to say
about it.

Mr. WALSH of Montana. He would have something to say
about it, but the provision is put in here because we know as a
matter of experience that the borrower does not contract freely
with respect to interest rates. Usury laws are founded upon
the basis that he does not contract freely. Usury laws are
founded upon the assumption that the lender has a power
over him that he will exercise if he can, and, therefore, we
have put in the provision limiting the rate which the lender
may exact, but attention is called to the fact that the provision
would be inoperative to accomplish the purpose that is intended
to be reached,

Mr. FLETCHER. I can see no reason why the rate should
not depend upon the rate in the State or locality where the
prinecipal office of the corporation is located.

Mr. LENROOT. Mr. President, will the Senator yield?

Mr. FLETCHER. Certainly.

Mr. LENROOT. Would it not be fairer if it were made de-
pendent upon the residence or domicile of the horrower? Is
it wise to have a Federal statute that would permit exaction
of a higher rate of interest in a State than the laws of that
State itself permits?

Mr. FLETCHER. The amendment I have offered would
cover that.

Mr. LENROOT. We might have the principal residence of
the corporation in a 12 per cent State, making loans in a 6 per
cent State.

Mr, McLEAN. It might tie him up to 12 per cent when
otherwise he could get a lower rate.

Mr. LENROOT. If it was made dependent upon the resi-
dence or domicile of the borrower, then the law would apply in
every case, it seems to me.

Mr. FLETCHER. But the language is permissive. It says:

Any corporation nrf]x]mised under the provisions of this act may take,
receive, reserve, and charge on any loan or disconnt made, or upon any
note, bill of exchange, or other evidence of debt, interest at the rate
allowed by the laws of the State in which such obligation is by its
terms made payable,

I propose to have that last clause read—
interest at the rate allowed by the laws of the State in which its prin-
cipal office is located.

Of course, if one goes to a State where the principal office is
located, he realizes he will in all probability be asked the legal
rate. He may negotiate to get better terms if he ean, but the
rate may be that rate. I do not know, but I believe if the
paper just read * with interest from such and such date” it
would mean the legal rate in that State where the prinecipal
office was located, without expressly saying what the rate of
interest was further than that.

But the vice of the provision, it seems to me, is to enable the
paper to be negotiated in one State, that a corporation incor-
porated under the laws of a certain State, and then have it
possible to make that paper payable in some other State where
the rate of interest may be twice as high.

No one could be misled if he were making a contract with a
corporation whose principal place of business was in a certain
city in a certain State. He would expect the rate of interest
of that State to contrel in the transaction. It seems to me the
provision would give an advantage to the person furnishing the
money to make it payable in some other State, perhaps, with-
out the knowledge of the borrower of what the lender was up
to and what was meant.

Mr. McLEAN. The rate would be a matter of contract helow
the State limit. Anything below the State limit may be agreed
upon by the parties and the rate would be stated in the obliga-
tion. I confess I do not see any very serious objection to the
language of the law as it is. If we do change it, I should hope
it would be made to apply to the domicile or residence of the
maker. It seems to me the suggestion made by the Senator
from Wisconsin is a good one.

Mr, JONES of New Mexico. I do not know that it is a new
thought at all, but if the idea suggested by the Senator from
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Florida, as I understand it, were incorporated into the law
it would be an inducement for these corporations to be organ-
ized in the Btate where they have the high limit on the rate
of Interest, and that would carry with it the right to charge
the high rate in the other States.

Mr. FLETCHER. The right to do it, but not the obligation
to do it

Mr. JONES of New Mexico. There would be no obligation,

. Mr. McLEAN. It is probable that there would be some com-
petition in the money market In every State in the Union, If
any one of the corporations undertook to exact an unreasonable
rate, it would not do any business. It is a matter of contract
below the State limit. The borrower knows what he is to pay.
I think it would be safe to assume he would be pretty careful
about it, and he would not borrow money at 12 per cent if he
could get it for 6 or T per cent.

Mr. FLETCHER. I do not see why a corporation of this
kind, incorporated under the laws of one State and having its
principal office in a certain city in that State, should be per-
mitted to make its paper payable in any other State, wherever
it saw fit to make it payable, even though the borrower might
be a resident of its own State. That, it seems to me, would
be rather an anomalous situation, but the bill authorizes it.
There is a corporation, we will say, incorporated in Maryland
with its principal office in Baltimore. There is a farmer out
near Rockville who negotiates a transaction with the corpora-
tion. That corporation may make his note payable in South
Dakota or North Dakota under the provisions of the bill. I
see no reason for a provision of that kind.

However, Mr, President, it is too late now to discuss the mat-
ter further to-night. I have several formal amendments which
I desire to take up and which will take some little time. There-
fore I suggest that we lay the bill aside for the present.

ORDER FOR RECESS,

Mr. JONES of Washington. I ask unanimous consent that
when the Senate concludes its business to-day it recess until
12 o’clock to-morrow.

The VICE PRESIDENT, Is there objection? The Chair
hears none, and it is so ordered.

EXECUTIVE SESSION.

Mr. .TON[ES of Washington. I move that the Senate proceed
to the consideration of executive business.

The motion was agreed to, and the Senate proceeded to the
consideration of executive business, After five minufes spent
in executive session the doors were reopened, and (at 5 o'clock
and 20 minutes p. m.) the Senate, under the order previonsly
entered, took a recess until to-morrow, Wednesday, January 17,
1923, at 12 o’clock meridian.

NOMINATIONS.
Beecuiive nominations received by the Senate January 16, 1923.
CorrecToR 0F CUSTOMS.

Carey D. Ferguson, of Detroit, Mich., to be collector of cus-
toms for customs collection district No. 28, with headquarters
at Detroit, Mich., in place of Richard I. Lawson, whose term
of office will expire February 20, 1928.

Uxtrep STATES DISTRICT JUDGE.

Albert L. Reeves, of Missouri, to be United States district
Judge, western district of Missouri (An additional position
created by the act approved September 14, 1922.)

UNITED STATES ATTORNEY.

Oliver D. Burden, of New York, to be United States attorney,
northern district of New York, vice Harl Gallup, resigned.

MEMBER OF THE BOAED oF CHARITIES ¥OR THE DISTRICT OF

COLUMBIA.

William J. Kerby, of the District of Columbia, to be a mem-
ber of the Board of Charities for the District of Columbla for
a term of three years from July 1, 1922, (A reappointment.)

ProMmor110NS IN THE REGULAR ARMY,
DENTAL CORPS,
To be captain.
First Lieut. Forest Vernon Bockey, Dental Corps, from Janu-

ary 6, 1923,
MEDICAL ADMINISTRATIVE CORPS.

To be first lieutenant.
Second Lieut. William Harvey Kernan, Medical Administra-
ltive Corps, from January 12, 1923,
CHAPLAINS.
T'o be chaplainsg with the rank of captain.
Chaplain Thomas Joseph Lennan, from December 28, 1022,
Chaplain Claude Skene Harkey, from December 28, 1922,

CONFIRMATIONS.

Ewecutive nominations mﬂﬂ;l;d by the Senate January 16,
1923, 2
UNITED STATES DIstRICT JUDGE,
Willlam N. Runyon, to be district Judge, district of New
Jersey.
_ PostamasTERS,
. ARKANSAS,
Leon H. Tennyson, Arkadelphia,
Edna M. Reed, Bigelow,
Hiram 8. Irwin, Clarendon.
Dennis M. Lee, Flippin.
Randolph M. Jordan, Fordyee.
Dennis M. Townsend, Mena.
O. John Harkey, jr., Ola.
Monroe J. Gogue, Rector,
HAWAIL
Andrew O. Henderson, Papaikon.
KANBAS,
Clarence W. Clothier, Ensign.
Charles H. Rrowne, Horton,
Carl O. Lincoln, Lindsborg,
MARYLAND,
James P. Gooch, Brentwood,
Thomas B. Griffith, Cockeysville.
Mary W. Tise, Hyattsville.
Hobart B, Noll, Woodstock.
MASSACHUSETTS.
Carl D, Thatcher, Housatonie,
John H. Baker, Marlboro,
Thomas Smith, North Grafton.
SOUTH DAKOTA,
Eugene E. Vroman, Mound City,
TENNESSEE.
Willilam M. Brewer, Collinwood.
Norman Massa, Cookeville,
Alvin M. Stout, Greenfield.
John H. Wilson, Kingston.
Eva Shelton, Linden.
Charles K. Metealf, National Sanatorium.
Robert O. Greene, Troy.

HOUSE OF REPRESENTATIVES.
Tuespax, January 16, 1923.

The House met at 12 o’clock noon, and was called to order by
the Speaker.

The Chaplain, Rev. James Shera Montgomery, D, D., offered
the following prayer: ;

Blessed be the Lord God of hosts, who forgiveth all our iniq-
nities, who healeth all ouf diseases and whose holy purpose is
to unfold the capabilities of the human soul. O Father of us
all, in the season of prosperity may we be grateful and humble
in the times of adversity may we be patient and resigned. Grant
us strength to withstand the temptation and pride that await
upon power, and in all things may knowledge be seasoned with
wisdom. Permit all good things to survive and succeed. Bless
us with the evidence and the comfort of things not seen, for Thy
name’s sake, Amen,

The Journal of the proceedings of yesterday was read and
approved,

AGRICULTURAL APPROPRIATION BILL,

Mr. ANDERSON. Mr. Speaker, I ask unanimous consent to
take from the Speaker's table the bill (H. R. 13481) making
appropriations for the Department of Agriculture for the fiscal
year ending June 80, 1924, and for other purposes, with Senate
amendments, disagree to the Senate amendments, and ask for
a conference,

The SPEAKER. The gentleman from Minnesota asks unani-
mous consent to take from the Speaker’s table, disagree to the
Senate amendments, and ask for a conference on the bill which
the Clerk will report,

The Clerk read as follows:

A bill (H. R. 13481) making appropriations for the Department of
Agriculture for the fiscal years entﬁngp June 80, 1924, and torezt_hgr
purposes,

The SPEAKER. Is there objection to the request of the
gentleman from Minnesota?
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There was no objection; and the Speaker announced as the
conferees on the part of the House Mr. ANpERsON, Mr, MAGEE,
Mr. Wason, Mr. BucHANAN, and Mr, LEe of Georgia.

EXTENSION OF BEMARKS,

Mr. NEWTON of Missouri. Mr. Speaker, I ask unanimous
consent to extend my remarks in the Recorp by inserting in
8-point type my remarks before the Committee on Interstate
and Foreign Commerce on alien property.

The SPEAKER. The gentleman from Missouri asks unani-
mous consent to extend in the Recorp, in 8-point type, his re-
marks delivered before the Committee on Interstate and For-
eign Commerce on the subject of alien property. Is there ob-
jection?

There was no objection,

The extension of remarks referred to is here printed in full
as follows:

Mr. NEWTON of Missourl. Mr. Speaker, under leave granted
me to extend my remarks in the Recozp, I insert a copy of the
remarks which I made before the Interstate and Foreign Com-
merce Committee of the House of Representatives on the sub-
ject of alien property, as follows:

BraTEMENT OF HoON. CLEVELAND A, NEWTON, A REPRESENTATIVE IN
CoxerESS FROM THE STATE 0F MISSOURI.

Mr. Newton. Mr. Chairman, I think the members of
the committee know that I have been taking a good deal of
interest in the subject of alien property for quite some time.
I have heard a good deal of the discussions before this com-
mittee, and it seems that the geperal attitnde has been to con-
fuse the German national with the German Government. I
think there ought to be a very marked distinction made be-
tween the German Government and the national whose property
we hold. We owe the nationals of that country who invested
here an obligation, which I think ought to be given serious con-
sideration,

We had treaty relations with Germany at the time we went
into the war with respect to the nationals; and as you read
and reread the pledge that we made in our treaty, and upon
which investments by German nationals were made in this
country, you realize that those nationals came here and made
investments relying upon that pledge, and many of them came
through the inducements of our American consuls in Germany.
Much of their money was invested in railway stock, and we
were needing money for the capitalization of our railroads.
Some of that property was invested because of the friendship
of nationals over there for their relatives in this country; and
when we talk about depredations that were committed during
the war, they were depredations committed by the German
Government which we were fighting and not by the nationals
whose property we hold.

We declared our attitude toward them not only in our treaty
but later in the message of the President which preceded the
declaration of war. I do not see how we can reconcile holding
on to this property now, after the war is over, with the attitude
we took then.

There is no doubt on earth, from the information I have, but
what the declarations made by the President before Congress as
we went into that war, constituted the wedge, and was intended
to be the wedge, which drove a division between the rank and
file of the people of Germany on the one hand and the kaiser
and the military government on the other. A member of Gen-
eral Pershing's staff told me that after the President had made
his speech, and while the war was on, they had their airplanes
distribute extracts from the speech printed in German over the
trenches where the soldiers could read them. They were ex-
tracts from the President’s message upon which war was de-
elared and which read like this:

*“We have no quarrel with the German people. [Applause.]
YWe have no feeling toward them but one of sympathy and friend-
ship. It was not upon their impulse that the Government acted
in entering into this war, It was not with their previous knowl-
edge or approval. It was a war determined upon as wars used
to be determined upon in the old, unhappy days when the people
were nowhere consulted by their rulers.”

That was our declaration, and through the President we de-
clared further:

“We are glad, now that we see the facts with no veil of false
pretense about them, to fight thus for the ultimate peace of the
world and for the liberation of its people, the German people
included.”

We made a distinction always between the kaiser’s govern-
ment and the German people. We declared that the people of
Germany had no control over the war; that they did not start
it; that they could not stop it; that they could only carry its
burdens. Those people had nothing to do with the depreda-

tions committed by the kaiser’'s government, and yet it is
those same people with whom we are dealing now.
, The President, in his message to Congress, declared further:

“We are fighting for the rights of the natlions, great and
smaH, and the privilege of men everywhere to choose their
way of life and obedience. We have no selfish ends to serve;
we desire no congquest, no dominion; we seek no indemnities
for ourselves, no material compensation.”

And yet, in the face of this proclamation, our Government
has permitted private property belonging to imnocent German
nationals, who had enoungh friendship for this country and
enough faith to make their investments here, to be sold at pub-
lic and private sale for sums infinitely less than the real value
of such property. Not only that, but now, nearly four years
after the war, we are permitting the custodian to hold the in-
adequate proceeds of such sales, together with other property
belonging to German and Austrian nationals.

Our representatives at The Hagune conference during all these
years have been pioneers in standing for the rights of private
property upen land in time of war, and our representatives
have tried to induce the other nations to give this protection to
private property upon the high seas. And now that we are
holding the property of the nationals of a fallen foe it is dis-
tressing to see our Government so long delay in complying with
the ideals which we have so long advocated.

If you can find any national in this country who owns prop-
erty in the possession of the custodian and who committed or
assisted in committing any of the depredations with which the
kaiser's government is charged, then you should hold him to
account. But, so far as I know, there are no nationals whose
property we hold to whom we can charge any of the depreda-
tions of which we complain.

Repeatedly during the war we declared our hostility to the
kaiser's government, and our sympathy and friendship for the
German people, I have no doubt from all that I have fearned
but what this proffer of sympathy and friendship made the
army lay down and caused the people of Germany to force the
kaiser out, an achievement which brought the war to a close
while their armies were still in foreign territory. Now that
the people of Germany have eliminated that military govern-
ment and established a Republic I think we should live up to
our proffer of friendship, give that Government a helping hand,
and keep faith with the nationals for whom we are acting as
trustees.

It is interesting to study the provisions of Article XXIII of
the treaty in force during the war between the United States
and Germany. It reads as follows:

“ If war should arise between the two contracting parties, the
merchants of either country then residing in the other shall be
allowed to remain nine months to eollect their debts and settle
their affairs and may depart freely, carrying off all their effects
without molestation or hindrance; and all women and children,
scholars of every faculty, cultivators of the earth, artisans,
manufacturers, and fishermen unarmed and inhabiting unforti-
fied towns, villages, or places, and in general all others whose
occupations are for the common subsistence and benefit of man-
kind shall be allowed to continue their respective employments
and shall not be molested in their persons nor shall their houses
or goods be burned or otherwise destroyed nor their flelds
wasted by the armed force of the enemy into whose power by the
events of war they may happen to fall; but if anything is nec-
essary to be taken from them for the use of such armed force
the same shall be paid for at a reasopable price.” \

The office of the Alien Property Custodian was created
within six months after the declaration of war, and I do not
know of any German national who was ever permitted to
carry off any of his effects which happened to be in this country
when war was declared.

The only justification for the creation of the office of Alien
Property Custodian was to prevent the nationals who were then
our enemies from using their property in this country against
us during the war. That was the reason which justified our
action at that time, but that reason ceased to exist over four
years ago, and still we are holding the property, in the face of
our treaty obligation to the German national—a treaty obliga-
tion entered into in time of peace when the blood was cool—
a treaty obligation which the nationals of Germany and Aus-
trin had the right to assume we would faithfully keep, an
obligation which plainly provides that the merchant has nine
months to carry off all his property, without molestation or
hindrance: that all women and children, scholars of every
faculty, cultivators of the earth, artisans, manufacturers and
fishermen, unarmed inhabiting unfortified towns, villages, and
places, and, in general, all others whose occupations are for
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‘the common subsistence and benefit of mankind should be al-
lowed to continue their employments without molestation.

Every foreigner in this country engaged in a civil pursuit,
manufacturing or anything else which was productive, certainly
was included. Note the language: “In general, all others whose
occupations are for the common subsistence and benefit of
mankind shall be allowed to continue their respective employ-
ments, and shall not be molested in their persons, nor ghall
their houses be burned or otherwise destroyed, nor their fields
wasted by the armed force of the enemy into whose power by
the events of war they may happen to fall; but if anything is
necessary to be taken from them for the use of the armed force
the same shall be paid for at a reasonable price,”

Could anything be clearer as to the obligation of this Gov-
ernment. to protect the national who did not start the war,
who could not control the war, who had no power to stop
the war, and with whom the President said in his proclama-

tion: “ We have no quarrel, we have no dispute with him; we
know that he had nothing to do with it.” Upon this pledge
and under this obligation, he brought his money here and
invested it in this country.

I have read the debate at the time the alien property bill
was passed, and the statements of those who contended that
war terminates all treaties. I have read article 23 of the
treaty with Germany. In order to show how determined they
were that war should not terminate the treaty, let us read
article 24 of that document:

“And it is declared that neither the pretense that war dis-
solves all treaties, nor any other whatever shall be con-
sidered as annulling or suspending this and the next preced-
ing article, but on the contrary, the state of war is precisely
that for which they are provided and during which they are
to be as sacredly observed as the most acknowledged articles

-in the law of nature and nations.”

Mr. Lea. Assuming that we stand by that agreement, that
war shall not abrogate this treaty, and also that shortly after
we entered into the war with Germany, contrary to the pro-
vigions of that treaty, they took the property of American
nationals and assumed control of it, as we did subsequently
in the case of German nationals, would you not regard that as
having abrogated this treaty?

Mr. Newrox of Missouri. We had many reports that have
not been verified as to what they did during the war. My
understanding of the facts are that there was about $100,000,000
worth of American property in Germany. They actually seized
about $20,000,000. They merely listed the balance and per-
mitted our nationals to use it. I have no evidence that in
Germany proper they ever sold out or converted any of the
property.

Mr, Lea. What I was really getting at was the principle. I
will agree that we should dispose of this question on a high
moral plane; that we should justify ourselves from the moral
standpoint ; but I think sometimes in our anxiety to do that we
may misinterpret the law. Now, I would draw a distinction
between the mere fact of war breaking a treaty and a violation
of the terms of that treaty by the other nation with whom we
are at war.

Mr, Newton of Missouri. I think there was enough to
Justify seizing the property and holding it during the war. I
‘think that we were morally justified in doing that. I do not
think, however, that we have lived up to our treaty fully. I
do not think that we had the proof to justify us in going as far
as we did. But the war is over now and I think we should
' fulfill our obligation to the nationals as quickly as possible. I
'think we should have done that long ago.

Mr, LeA. So far as the nations are concerned, if they vio-
‘late the specific terms of the treaty after the end of the war,
then that would release us from the reciprocal obligation,
would it not?

Mr. Newtox of Missouri, T do not think so.

Mr. LA, If two parties, for instance, enter into a contract
~and one man breaks the contract in a material respect, that
releases the other. He Is not bound to stand by the terms of
‘the contract which becomes unilateral.

Mr. NEwron of Missourl. But you entered into a contract
with Germany which affected the national and upon which
the national relied and made his investment.

Mr. Lea. But the treaty was with the German Government,

Mr. Newtox of Missouri. So far as the German Government
is concerned ; yes, sir.

Mr. Lea. I am discussing the Government, not the individual.

Mr, Newroxn of Missouri. But I am discussing the individual.
I recognize the fact that we would have a right to break the
‘ireaty with the Government. If they broke their treaty we
would have a right to ignore ours,

Mr. ITuppreston. I would like to eall your attention to the
provision in the next preceding section, which provides that a
breach of the treaty or declaration of war shall not be used as
#n excuse for saying that the other party has violated it. Have
you the language there?

Mr. Newron of Missouri. Yes.

Mr. HupprestoN. I would like to have the language put in.

Mr. Newrox of Missouri. I have articles 28 and 24.

Mr. HupprestoN., What is the last sentence in 247

Mr, Newrton of Missouri:

“It is declared that neither the pretense that war dissolves
all treaties nmor any other whatever shall be considered as
annulling or suspending this and the next preceding article,
but, on the contrary, that the state of war is precisely that
for, which they are provided and during which they are to be
as sacredly observed as the most acknowledged article in the
law of nature and nations.”

Mr. HupprestoN. The expression that you used was “any
pretense whatsoever,” which is about as broad as can be made,
it seems to me.

Mr. Hawes. I was just going to suggest that if we proceeded
on that theory, if a belligerent nation should use poisonous
gas, murder women and children, and destroy private property,
and if you follow the logic of that coneclusion, then we would
be justified in doing all these things that our traditional policy
has opposed.

Mr. Newron of Missouri. That is the situation.

Mr. Lea. Excuse the interruption. That does not follow at
all. That does not justify us in doing anything that is of an
fmmoral character, but we simply refuse to be bound from our
side of the agreement when the other side has failed to per-
form their obligation to us. That does not justify us in doing
anything immoral.

Mr. Newron of Missouri. We have no evidence that the
nationals ever violated the treaty. I think that the Govern-
ment's violation of the treaty justified our action in creating
the custodian's office, but when we had conguered the Gov-
ernment and the national had done nothing offensive, then we
shounld live up to our treaty obligation with the national who
made his investment over here upon a guaranty, an implied
guaranty at least, from that treaty relation that his property
would be protected, and I think his property should be turned
back immediately on that ground. And I do not think we were
justified under the treaty in selling out and in converting a lot
of property that has been converted. I think the sales were
not justified.

Mr. Grauanm of Illinois. In other words, we took more prop-
erty than we needed to take. We went to extremes in doing
that, did we not?

Mr. Newton of Missouri. We not only went to extremes
but T heard the Alien Property Custodian during the war in a
speech before the Chamber of Commerce of St. Louis say :

1 do not know—I am not In a position to say absolutely—how far
Congress intended that I should go, but I propose that by the time I
have finished the administration of my office there won't be a German
gtbat;e:wm auny property of any substantial character in the United

Mr. Gramay of Illinois. I think that is true.

Mr. Newron of Missouri. Now, the truth of the mafter was
that during the war and a great part of the time since the
war the custodian was not a custodian, a keeper, a trustee.
The present custodian is performing his trust, in my judgment,
as sacredly and fairly as a man could. He can not turn this
property back without authority of law. I think he is faith-
fully performing the trust, but I think there were times when
the war was on and since when the custodian was an auc-
tioneer instead of a trustee—when he was selling property in-
stead of preserving it, and to that extent we violated our trust.
I was a prosecuting officer for about seven or eight years. I
always made it a practice as a representative of this Govern-
ment to conduct myself toward a defendant so that he could
never say that his Government had ever taken an unfair ad-
vantage of him, and if we criticize Germany for violating her
treaty, we should not violate ours.

But, regardless of that, when the war is over and affer it
has all passed, and we have come to deal with the national—
and that is what I want to diseuss to-day, the obligation to
the national, who had no control over the war, who did not
start it, who could not stop it, who had no voice in it, the
fellow to whom we pledged our faith—T think we onght to
keep faith with him as far as we can, I am not here advocat-
ing that we do anything which will violate the mature judg-
ment of the State Department, but I think we ought to grant
as much relief as we can,

i
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Mr. Dentsox. I want to ask a question right in that connec-
tion. The treaty does not put us under any obligation to the
national as such. The treaty is an obligation between the two
Governments, and the two Governments are the only parties to
the treaty. If the nationals have an inferest in It, it is inci-
dental, and all the obligation is between the Governments and
the Governments only.

Now, let me ask you this: The consideration for the agree-
ment on the part of our Government was the agreement on the
part of the German Government and vice versa, the agreement
to mutually do certain things. Among other things they agreed
mutunlly to respect the property rights of the merchants and
others living in these countries, nationals of the other country.
Now, the German Government did not observe this treaty from
the beginming. Tt did not allow the Americans to get out of
Germany and take their property, and the German Govern-
ment has not yet paid Americans for the property losses in their
country.

Mr. Newtox of Missouri. Now, what Is there that the German
Government seized, except the bank deposits, that has not been
turned back?

Mr. Dexison. I de not know myself.

Mr, Newroy of Missouri. I do. I know that everything was
Kept Intact; I got it from the State Department and I got it
from the other sources that they sold nothing. They kept it,
and where one of our banks had a million marks in a German
bank the German bank tendered it back in kind. Now, the
only thing that I have found to be left over there is the marks
that were deposited in the banks. The rest of the property has
been turned back more than two years—everything that was
seized that was of a tangible nature. In fact, the only thing
they seized was the money in the baoks, and, as a result of the
war, it depreciated in valve, and the bankers here and the
bankers there—or the German Government—have had a con-
troversy on that account. But there is no evidence that they
sold out anything like the Bosch magneto, or patents, or anything
of that sort over there. They tendered American property back
just like they seized it, except that the value of bank deposits
went down.

Mr. Dexison. Of course, there is no use of trying to fool
‘ourselves. When they took over gold and offered back paper
that is worthless, that is not giving back the property. You
can call it paying back In marks if you want to, but we know
that as a matter of fact they took over something of value and
offered back something without value. Not only that but they
took property, destroyed property, of American citfizens,

Mr. Newron of Missouri. In Belgium,

Mr, DExisoN. Yes. Now, I want to ask you about this
mutual obligation, this treaty obligation, the promise of each
one, the agreement of each one depending upon the agreement
of the other, where the German Government did not comply
with the treaty, were we bound by it?

Mr. NewTox of Missourl. Yes; we were bound by it so far
as nationals are concerned. We entered into that agreement
knowing that the national would probably rely on it. We
watehed him rely upon it. He came here and invested, relying
upon that pledge, and by the inducement of our official con-
sular representatives. L

Mr. DeNisoN. But our nationals over there relied on it, too.

Mr. Newrton of Missouri. Yes; and they have received their
property back. But if they had not, what justification have
You for holding all this property? As I understand it, there
are around $400,000,000 in American claims against Germany.
Ninety per cent of them consist of insuranee claims. To whom
are youn going to pay those claims? The insurance eompanies
received their premiums and the owner of the goods received
his money.

Mr. DeNisox, I do not know anything about those details,

Mr, Newrox of Missouri. I am discussing that point. I want
to discuss that feature of how much you are going to hold as
& guaranty for $400,000,000 claims, and 90 per cent of tliem
insurance claims.

Mr. Denisox. We are not a court to settle those things. That
is up to the mixed claims commission.

Mr, Newron of Missourl. Yes; but you propose to hold a
guaranty for them, and we know now that 90 per eent of the
claims are insurance claims, and to whom are you going to pay
these claims? If you pay them to anyone, he will be receiving
payment twice.

Mr. DENisoN. My own view is that there ought not to be very
much of that paid to anyone.

Mr. Newtox of Missouri. If you ellminate that, you have not
more than $50,000.000 of claims.

The CHAmEMAN, We had testimony here that it was double
that amount.

Mr. Newrox of Missouri. Mr. Garvin made the statement
before this committee about two years ago that the Secretary of
State, Mr. Lansing, had advised him that, considering 100 years’
experience of the United States in international claims, that
on an average not more than 8 per cent has been allowed; 8 per
cent of $400,000,000 would be $12,000,000, and 90 per cent of that
is insurance claims.

The CHAIRMAN, But I was not referring to that point. The
testimony is that we have about double $400,000000 in claims.

Mr. Newrox of Missonri. Well, suppose you have $500,000,000.
Ninety per cent of that amount is insurance claims, and, ac-

.cording to the information whieh I have from the Shipping

Board, we are holding ships valued at about $200,000,000.

Mr. Gramayx. Let me ask you a question there. You are a
Member of Congress, Mr. NewTox, and this is partly your job
as well as ours.

Mr. Newrox of Missourl. T know if is

Mr. GrasAM. And you have got to help dispose of it. Would
you advise settling and paying all this money to German ni-
tionals, disposing of that whole fund, under the present inter-
national cirenmstances, until we are assured that the claims
finally determined by the mixed claims commission will be
paid?

Mr. Newrox of Missourl I think it is all right to hold a rea-
sonable amount, but I do not think we should hold three or
four hundred million dollars to guarantee the payment of fifty
million dollars.

Mr. Gramaxy. I agree with you.

Mr. NEwroN of Missouri. If you furn back up to $10,000,
that would amount to how much, Mr. Miller?

Mr. MmreR. Under the provisions of this bill it would amount
to about $44,000,000. ,

Mr. NEwrox of Missouri. Then there would be about $300,-
000,000 of these funds left. If you kept $150,000,000 of that
amount with your $200,000,000 of ships, you would have $350,-
000,000, That should be a fairly good guaranty for our
$50,000,000 of claims.

The CHAIEMAN. Mr. NEwroN, from an ethical point of view,
have you any more excuse for keeping $150,000,000 than you
have for keeping $350,000,0007

Mr. Newron of Missouri. As a matter of fact, when you
come down to bedrock, I do not think that we have an ethical
justification for keeping any of it. If we have a claim because
of the depredations of the kaiser, it ought to at least be borne
by all the people and not by a few; it certainly should not be
taken from those who were friendly enough to come here to
invest their money.

As a Member of Congress I am interested, just like the mem-
bers of this committee, in dealing with these nationals, and
there is one thing that has especially rankled in my system, [
think the most despicable of all the Germans during the war
was Count von Bernstorff, who abused our hospitality and car-
ried on his propaganda here in violation of onr neutrality. He
has confessed in his book to many things that he did, yet we
paid back a million dollars to his wife, an American woman
who went over there and married a German title, and we have
paid millions more to other women of her kind. I would have
made those the last claims to be paid. And yet that was done
under a special act recommended by this committee and passed
by Congress.

Mr. GraHAM. When was that?

Mr, NewTox of Missouri. That was done about two years ago.
We gave Mrs. Voo Bernstorff $1,000,000, and we have paid out
$75,000,000 more under that act.

Mr. Micrer. I refused to pay her claim when I came in, and
ghe beat me in a court of law.

Mr. Newrox of Missourl. Yes; and she did it because this
Congress provided the authority which gave to those women the
right to their money. You can not justify that on ethical
grounds. I would rather pay the poor German girl who had
nothing to do with this war and never had a chance to marry
an American boy her full claim than te pay an American
woman who had a million dollars and went over there to marry
a Germant count or g title of some sort.

Mr. Newrox of Minnesota. I agree with you.

Mr. NewtoN of Missouri, I do not think it makes so much
difference whether you anthorize the release of all the property
or only a part of it. If you authorize the release of all claims
up to $10,000 and 50 per cent of the balance of the property
held, it will take more than a year to prove up all the claims
and release the property. It is important, however, that speedy
action be taken authorizing the release of a great number of
smaller claims, in order to relleve the claimants, who are suffer-
ing from starvation in Germany and Austria. If you want to
hold enough of the larger claims to guaranfee the payment of
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American claims against Germany, all right. I do not think
you can justify that on ethical grounds, but if by doing that yon
can hasten the enactment of law for the release of the great
mass of smaller claims, well and good. But some action should
be taken soon.

Though the holding of the larger claims may be unethical and
unjustifiable, it is not nearly as bad as a lot of the things which
have been done by the custodian in the past. For instance, he
sold the Bosch Magneto for a sum infinitely less than its real
value; and the sale of 4,000 valuable chemical patents for a
mere nominal price Is, to my mind, a reflection upon our eoun-
try’s war record. If I had the salvarsan rights in the United
States, I would think T had a property worth millions of dollars,
and yet I am advised that the custodian put the salvarsan pat-
ent up, with some 4,000 other patents, and sold them for $260
each. Think of selling the salvarsan patent for $260 and hold-
ing that pitiful sum and refusing to turn it over to its owner!

Mr. DENISON. $260,0007

Mr. NEwron of Missourl. No. Salvarsan brought only $260
in with a lot of other patents. They were all put up and sold
together for a total sum of $260,000, Now, of course we can not
justify that. I think it is a good deal more justifiable to hold
the larger claims, though ethically I do not think you can
justify holding any of them. Those people are starving over
there—people who did not have anything to do with the war—
and their property should be released at once.

I have received a lot of sympathetic appeals from the other
side. I think I ought to call your attention to a few of them,
because they illustrate points that you ought to take care of in
the bill. For instance, there is a woman who used to live in
Cineinnati, who taught school there for 45 years. She was born
in Germany, but became an American citizen,

The CHamMAN. In Cincinnati or in Germany? Where did
she teach?

Mr. Newton of Missouri. In Cincinnati. Some years ago the
city of Cincinnati established an annuity for aged and superannu-
ated teachers, After this woman taught for 45 years she broke
down in health., She went to Germany to be treated and was
caught in the war, The custodian, as the law requires, is to-
day collecting that $100 per month from the city of Cincin-
nati, while the old woman, now past 80 years of age, after
45 years of service in the public schools of our country, is
starving in Germany.

Mr. NewroN of Minnesota. Had she changed her residence?

Mr. Newton of Missouri, No; she went to the American
consul to keep up her citizenship and complied with the law
in that regard.

Mr. NEwron of Minnesota. Then why is she not an American
citizen, entitl to the money, and why is any legislation
needed to get that property back for her?

Mr. Newron of Missourl. Because the State Department de-
clared that she was expatriated after the war came on and
she did not get home. Now, I think there ought to be some-
thing done to release those annuities, and the custodian is
still collecting many of them. The custodian ought not to
be required to collect incomes after the war is over, and yet
under the law he must do it.

Here 18 another illustration that I think you ought to take
care of. After I introduced a bill for the release of German
and Austrian property about a year and a half ago I got
a letter from an old woman in Berlin. She said: * Here I
am, an old woman, dying of hunger in a garret in Berlin,
while the great United States holds my money. And I am
no German.” Then she told me that her father at one time
was the largest shipowner in Cuba; that she was educated,
with her sister, in a convent in New York and that her broth-
ers were educated in a Jesuit school in New York., One of
the girls became ill and the mother took them to Germany.
The father died suddenly and the two girls later married Ger-
man boys. The husband of the one who wrote me had been
dead 20 years. She took her Cuban ecitizenship back, and under
the law she is entitled to her property.

Realizing the pathetic condition that the old woman was in,
I sent over to the custodian and got blanks and sent them to
her and arranged for somebody fto act for her with power of
attorney over here, and I did this to try to help her get her
property, because she had a right to it and was in want.
After about four weeks I got a reply from her saying that she
had tried diligently but could not raise the money to get the
affidavits. Then she itemized the expense of such affidavits.
The American consul wanted $5, American money; the coun-
sellor had to have $5; somebody else so much, and the total
was $18.50, which at that time was 9,500 German marks and
now about 100,000 German marks; and she could not raise the
money, and she told wme that the only thing that had kept her

alive was the fact that some kind people were permitting her
to eat one meal a day at their table. There should be speedy
relief and some provision made for those people.

I haven't any doubt but what there are a lot of scalpers
who have been going around over there who have been practi-
cally taking claims away from people because they were so
hard up that they would take almost anything for them, be-
cause they are starving to death. There should be some pwso-
visions to protect these claimants.

Professor Baessman, of Lombard College, Galesburg, IIL,
held the chair of literature and KEnglish. He had taken out
his first papers but had not perfected his citizenship—had not
had time. He had four or five thousand dollars invested over
here, His father in Germany died in the spring of 1914 and he
went over there in June, 1914, to help his mother straighten
out her affairs. He was to come back in September to take
charge of his work. The war broke out and he could not get
back. He is over there now absolutely without money and he
can not get any of his money in this country. Not only that,
but I believe there are cases where the taxes on the property
held are not paid. Have you any provision, Colonel Miller,
for paying the taxes on these estates?

Mr., Mg, We pay them as administrative expenses out
of the funds that I have in the trust. If I have no fund in
the trust and it is going to sacrifice the property, I either have
to sell it or make other arrangements.

Mr, NEwToN, of Missouri. I feel that there ought to be some
action taken as speedily as possible upon these claims. To
show you how serious the situation is over there, I wrote the
Secretary of State a few days ago and asked him what the real
conditions were in Germany and Austria, I asked him if he
had any authentic information from our consuls or ambassador
as to what the conditions were. I told him that appeals were
coming in to me from Americans, stating that the people in
those counfries were on the point of starvation. I want to read
from his reply, dated 5th instant:

“My Dear Mz, Newton: I beg to refer to your letter of
December 23, 1922, requesting that this department supply yvou
with authentie reports and other information bearing upon the
distress reported to be prevailing in Germany and Austria.
The inclosed memorandum has been prepared by this depart-.
ment and contains Information on the subject with regard to
Germany. I will shortly be in a position to give you correspond-
ing data and information relating to the situation in Austria.”

The letter is signed “ Charles E. Hughes.” I will read part
of the memorandum :

“The following information and statistics have been submit-
ted to the Department of State by official American representa-
tives in Germany charged with the compilation of such mate-
rial.”

A report dated September 20, 1922, gives a quantitative esti-
mate of grain crops in Germany as follows:

November, 1918: The crop for 1918 was 8,632,617 tons of
winter wheat. In 1922 it had fallen to 1.637,157 tons.

In 1918 the summer-wheat yield was 510,467 tons. That fell
down in 1922 to 268,560 tons. These reports are from our
American consuls,

In 1918 winter spelt—that is a specles of rye growing in
southern Germany—yielded 487,787 tons, which fell in 1922 to
127,957 tons.

Rye, which is their staple for breadstuffs, had a yield in 1913
of 9,087,150 tons, which fell in 1922 to 5,285,231 tons.

The Secretary of State says that in a report from the consul
dated November 23, 1922, the following statement is made:

“1t is now thought that the grain supply on hand in Ger-
many will last until February instead of January, 1923, as here-
tofore reported.”

1 had information to the effect that the Reparation Commis-
gion had stated that the grain supply would only last until Jan-
uary, and it would take 2,000,000 tons of grain to feed the people
and keep them from starving during the winter. They had
evidently made the same statement in a former report, but later
information indicates that their bread supply will last until
February.

“This iz dune to the importation of large quantities of grain
from abroad.”

Now he makes the statement that they have a good supply of
potatoes. That is the only thing they have plenty of. That
helps with the breadstuffs, but they can not live on potatoes.

The report further reads:

“The Iatest officlal fizures avallable show that during the
month of November the cost of living in Germany, covering
food, fuel, light, and rent, increased by 1022 per cent.” On
November 23 the consul reports that * because of the steadiness
of the exchange rate during the last two weeks It iz not ex-
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pected that living expenses will show such a tremendous in-
crease for December.”

The CHAIRMAN, Mr. NEwrtoN, do you base that increase in
the cost of living on the actual value or the depreciation in the
value of money?

Mr., NEwton of Missourl. It is due to the exchange rate.
That is what he says—the exchange rate.

The CuamaraN, So the intrinsic value has not "gone up 100
per cent?

Mr. Newrox of Missouri, Well, here is exactly what he says:

“The latest official index figures available show that during
the month of November the cost of living in Germany, covering
food, fuel, light, and rent, increased 102.2 per cent.”

That is his statement. Then follows: * Because of the
steadiness of the exchange rate”—of course, they are going
to have to import their food supplies, their breadstuffs, which
are about to run out, and hence the exchange rate has to be
taken into account—" Because of the steadiness in the exchange
rate during the two weeks previous.” They thought it would
remain steady, but since that time I think it has gone down
about 1,000 per cent.

Our American consul, on November 23, goes on to say:

“ No doubt muech distress prevails in Germany. The papers
are full of appeals for aid for the poor and the people are urged
to do everything possible to relieve the great suffering. The
fuel situation remains unsatisfactory. Coal prices have had
to be increased, which is due in no small measure to the fact
that about 1,000,000 tons of coal have had to be imported from
England each month, the exact figure for October being 918,598
tons. Fortunately for the poorer classes, the winter so far has
been quite mild, making the use of coal for heating purposes
practically unnecessary, Should colder weather set In, how-
ever, the suffering of the poor and middle classes would prob-
ably be very great, since the price of coal is practically beyond
their reach,”

Mr. GrauAM. It would seem from that, Mr. Newrox, that
while the French are complaining that the Germans are not
furnishing them all the coal they agreed to furnish, at the
same time Germany is obliged to import coal in order to exist.

Mr. Newron of Missouri. That is our American consul re-
porting from over there that a million tons a month is being
fmported from England, and I have information from other
sources that their importations of coal from England, even at
the high exchange rates, have been practically equal each month
to the amount that was taken from them into France and Bel-
ginm, Our .American representative on the ground reported to
the State Department that the exact amount for October was
018,000 tons,

Now, on the milk supply the consul reports:

“ While imports of preserved milk were not permitted before
the war, the trade has now been released from all restrictions,
owing to the reduced supply of fresh milk. The last animal
census shows a decline in German ecattle from 18,570,000 in
1913 to 16,839,000 in December, 1921, There has been a marked
decline in the condition of German cattle as well as in their
number. In recent years it has been impossible to import any-
thing like the great quantity of oil cake used before the war
for the sustenance of German cattle.”

On October 2 last the consul reported :

“Exact fignres are not obtainable, but it is doubtful if the
present supply of milk in Germany exceeds 60 per cent of what
it was before the war.” .

I will now read the last paragraph of the report from the
State Department, which is the most up to date and comes from
our ambassador, Mr. Houghton :

“ Under date of December 21, 1922, the American ambassador
at Berlin telegraphed in part that the milk supply of Berlin is
only one-half of its former guantity; that the bread consump-
tion per capita is 104 units to-day as against 240 units in 1914 ;
that in many parts of the city more than half of the children
are tubercular and that a considerable proportion of the popu-
lation there are wholly without fuel. The ambassador adds
that he believes there will be great distress among the popu-
lation before the middle of February, when the food supply
will run short, and regards the possibilities as appalling.”

Now it seems to me that with that condition prevailing over
there, when we have a quantity of property far in excess of
anything necessary for security, that we ought to release to the
nationals as much as we can of that property, and 1 think we
could easily release everything up to $10,000 on all the elaims,
because that would release the greater number of them. As I
remember, the average of the elaims of less than $10,000 was
about $700, and we are holding 30.000 of those claims, But
think what $700 will do in Germany ; how many people it would
feed through the winter; and it seems to me that four years
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after the war is over, when we take into account the fact that
those nationals came here in good faith, we should restore their
property at once.

The CHAIRMAN. Mr. NEwron, how much of that money due
to the German nationals do you think would get over to Ger-
many if the trusts were pald?

Mr. Newroxn of Missouri, Well, all the little claims will go,
and a good part of the big ones.

The CHAmArax, Will you permit an
moment? .

Colonel Miller, how much of the money which might be paid
out under the provisions of this bill do you think would get over
to Germany? I mean immediately. E

Mr. MirrEr. By an arrangement which I hope we will be able
to make with the embassy or the legation it is our intent to
have rules and regulations ready which will permit us to move
with as much speed as we possibly can, and also at the same
time to prevent its being fhecessary for small claimants that
might come in under the provisions of this bill to have to go
through individual lawyers and pay escessive fees, and that was
the purpose of one of the sections in this bill.

The CHAIRMAN. You did not get my inquiry. How much of
the money—say it is $44,000,000—that might be paid out under
the provisions of any bill—how much of that do you think would
forthwith get over to Germany? .

Mr, Mitreg. I should think very easily half of it could before
the year is out.

The CuAmMAN. I do not mean in that way, but how much
would naturally gravitate there and get back into the hands of
the owner, and how much would be held by nationals who would
still be in this country and would keep the money in this
country ?

Mr. Mirrer. That is impossible to estimate, Mr. Chairman.

The CHAIRMAN, As an offhand guess, we will gay, how much
of that do you think will be paid to people who are going to get
it and use it in Germany immediately for their own relief?

Mr. Mitrer. I should say approximately half of it, If a
claimant wanted to leave hiz mortgage over here and go ahead
earning interest and live on the interest, of course the princi-
pal would stay here.

The CuHamRMAN. I was trylng to meet the interesting point
which Mr., NewToN raised, that they were suffering there and
that the release of this money would relieve that suffering;
and the query is, How much of it would ever get there to
accomplish that rellef?

Mr. Mitcee. One of the points that I have continually made
is that this proposition would relieve a large part of the eco-
nomic distress among a good part of the population.

The CBamMmAx. But you have no very accurate estimate in
mind as to the amount?

Mr. Mrcrer. I would not venture an opinion. When I say 50
per cent, that is a random guess which you have asked me to
make.

Mr, Newrox of Missourl. As a matter of fact, most of the
smaller claimants live over there, do they not?

Mr. Mmier. Yes, sir,

Mr, NEwron of Missouri. If you considered it on the number
of claims instead of the amount of dollars, the percentage
would be much higher, would it not?

Mr. Mrmier. Very much so.

Mr. Newrox of Missourl. It looks to me like a very, very
high percentage of that 30000 claims, which. average $700,
would go to Germany,

It was reported that the large claimants did not want their
money back, but representatives of some of the big steamship
companies and other big industries came to me some time ago
after I had introduced a bill and made a speech on alien
property, and they found I was interested, and they sald this
report that they did mnot want thelr property  back was all
wrong; that they wanted it back, but that they wanted to con-
tinue to use it here, and I think the big bulk of it, the big blocks
where it goes into millions, most of that will stay here. But
I think that claims up to $10,000 and probably beyond in some
cases will go over to Germany.

The CHAIRMAN. One more interruption, if you please, Did
you state just a moment ago, Mr, Miller, that you have made
a tentafive arrangement with the embassy here, the embassies
and legations of these various countries to do the work, the
agents for these various owners of the trusts?

My, Micrer, Yes, sir, g

The CHAIRMAN. So that it will be more expeditiously done
and without material cost to the owners?

Mr, Mmrer. Yes, sir. And I also have in mind recommenda-
tions. that I want to make to the President, if you pass this
legislation, that will enable him to amend the presidential

interruption for a
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regulations and permit us to deal directly with them, rather
than going through the Department of Justice.

Mr. Newtox of Missouri. Can not you make some provision
whereby, where affidavits have to be made, as in the case of
the old Cuban woman, that credit can be given to them out
of their estates?

r. Mizer. I have that in mind, and I am also permitted
to waive this consular fee that is rather excessive on small
trusts.

Mr. Newrox of Missouri. From the information that I have,
I am confident that two-thirds of those people over there are
not able to pay for the affidavits that are called for, if they
must pay for them in American money.

Mr. Mitier. I am ready to act, sir, immediately after the
4th of March if you pass this legislation.

Mr, Newron of Missouri. And there ought to be some provi-
sion—for instance, in the case of this old Cuoban woman, she
has only $2,000. It is In preferred stocks and bonds in the
Frisco Railroad down in the Middle West. She invested her
little savings in them, and yet it will be impossible for her, I
presume, if she is still living, to raise that $18.50 over there,
and there ought to be some way so that our American consuls
could take all of those affidavits, and whatever the expense is
have it charged up against the estates here.

Mr, Mizner, Our.arrangement, Mr. NEwtoN, does not contem-
plate going through the American consulate. I do not want
to discuss our details here, but it is the most specific plan we
can make.

Mr, Newrto~n of Missourl. But you are planning, as I under-
stand if, to fix some way so that they ean get their property
without having to advance money before they get it?

Mr. Mirrer, Yes, sir.

The CHAIRMAR. Mr. NewTtoxn, am I right in thinking that the
essence of your suggestion is that you approve this bill, gen-
erally speaking, as far as it goes, but you wounld commend to
the committee’s serious consideration the enlarging of its scope?

Mr. Newton of Missouri. Yes; but I think there should be
some safeguards relative to that smmendment in there about
the patents. I think that legislation should not be put through
that could be construed to mean that Congress was attempting
to validate the claims of the Chemical Foundation to these pat-
ents. The Attorney General has filed suit to set aside those
sales, and I think that this legislation should be so worded
that it could not be in any way construed as indicating the view
of Congress as to the title to the patents.

The CEAmMAN. Would you go so far as to suggest that the
question of patents be segregated and that the other adjust-
ments be paid independent thereof? :

Mr. NewroN of Missouri. If you add there a provision de-
claring that this law shall not be construed as in any case af-
fecting the litigation of pending suits heretofore filed by the
Attorney General against the Chemical Foundation, and in the
event that suit is decided in favor of the Government, that these
patents should come under the provisions of this law, then I
think your bill will be all right. Otherwise I can see how it
might ecause complications.

The CEAmMAN, What about other patents not comprehended
in the suit against the Chemical Foundation?

Mr. Newrox of Missouri. I think the Government ought to
treat them as trusts, and I think the patents should all be
turned back.

The' CHAIRMAN, Now, suppose it shounld appear to the com-
mittee that there were confusing conditions surrounding the
patents so as to make It rather unwise to attempt to handle
them just now, would you themn favor the segregation of the
patent proposition and go on with the rest of it?

Mr. Newtox of Missouri. Yes. I would go ahead with the
other and hold the patents, but I.do think that the law should
be so worded that there could be no doubt—so that neo one
conld construne your act to mean that Congress is undertaking
to validate that sale to the Chemiecal Foundation.

The CEAmMAN, Now, would you feel that the provision that
is hn ,here now failed to comprehend the suggestion you have
made?

Mr. Newton of Missouri. Yes. I have read that two or three
times and I fear it would.

The CramMman. You think it will not apply?

Mr, NewTox of Missouri. I fear that the specific exception of
the patents without any reservation will be construed as indi-
cating that Congress recognizes the validity of the sale to the
Chemieal Foundation, but if you added to that section a pro-
vision that patents may be held in abeyanee until the litigation
is settled, unless Congress otherwise directs, then, I think, the
act will be sound.

The CuamaAxN. I think that was the intention of the provi-
sion. You are the first person who has raised that point.

Mr. NEwToN of Missouri. I have read it over and I am afraid
it will be misconstrued. I think the attorneys for the Chemical
Foundation will contend that we specifically excluded the pat-
ents and thereby indicated that we recognized the valldity of
their title, and I think it ought to be clear enough so that there
could not be any controversy about that point. With that cor-
rection I think the bill is good. I am certainly delighted that
you are taking this matter up, and I think the conditions over
there justify as speedy action as possible,

Th?e CHAIRMAN, Are there any questions to ask the wit-
ness

Mr. Gramam. Mr. NEwror, the idea might be expressed by
attaching to this section relative to patents langunage something
Hke this: That nothing herein contained shall be construed as
an expression of the final policy to be pursued in the matter
of settling patents or patent rights.

Mr. NEwton of Missouri. Well, I think you should add, “As
in no way affecting the lltigation."

Mr. Granasm. Yes; I agree with you.

Mr. HUDDLESTON. I would like to ask you one guestion, Mr.
NewTox. Would you not think a similar provision desirable as
applicable to the property which is not returned to claimant,
that the question should be expressly reserved and be an open
question so that there will be no implications whatever?

Mr. NewTox of Missouri. If you care to do it. To my mind
the confiscation of this private property to pay for the depreda-
tions of the kaiser’'s government is unthinkable,., There are a
number of ways that you could handle it. You could leave it
entirely alone for future action. In my judgment: {lmt iz the
best thing to do; leave it entirely alone.

Mr. HL‘DDmmN 1 will say this to you: There are two
schools of thought even in the committee, one: holding that to
return part of this property and retain the other implies that
the balance will be returned in due course when adjustment
or something has happened, I do not know'what; the other
school holds that the return of part of the.property with the
retention of the balance affords a logical implication that the
balance is retained for the purpose of being applied to these
American claims, and I was wondering why it would not be
desirable to simply preclude both of those implications by dis-
affirming them.

The CEAmRMAN. The Chair would like to ask you by what
aunthority you assume to say that there are two schools in this
committee?

Mr. HuoniestoN, By the line of questions that have been
asked and by private statements made to me, I may say. 1 do
not think that anybody who has heard these hearings has any
doubt that those implications diametrically opposed to each
other are entertained by various members of the committee.

Mr. Newron of Missouri. I will say personally that after
going into the provisions of the treaty and knowing something
of the investments that came over here and the circumstances
under which they came, that is, that they were induced to
come by our American representatives, that the holding of any
of that property longer is repulsive to me, The Secretary of
State may have some reason which may be justifiable for
holding a part of it, but he certainly has no right to hold any
more than is adeguate for security.

Mr. HrppLesToN. Do you think it desirable to express in this
bill that there will be no attempt of that kind? A

Mr. NEwToxn of Missouri. If you leave it silent in the bill, they
ecan speculate on the future intent of Congress.

Mr. Gramaar. As long as it is net stated in the bill what our
policy is, any reason for withholding ‘the present payment is a
good one.

Mr. NEwtoxN of Missouri. You declare your policy now, and
you don’'t know what the condition may be a year from now.

Mr. HupprestoN. May I say right 'on that point that it is
argued because of the Kmnox-Porter resolution that there is
already an implication that this property is to be retained for
the payment of these claims and that a lien belongs fo the
claimants for their property, yet those things were made an
express reservation.

Mr. Newtoxn of Missouri. The trouble of it is, of course, they,
make their contentions and draw their conclusions as to the
implication, but nobody can tell what the next Congress may
do.

Mr. Hawes. I do not want to detain the committee or the
witness. We have had before this committee, Mr. NEwToN, some
very able lawyers who contend for a general principle what
they call “the American principle,”” and some other very able
lawyers who contend that this property should be held as se-
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curity for American claims. Then there is another point of
view suggested by Mr. HupprestoN of the release, say, of §10,-
000 and 50 per cent more, and some of us believe that that
would set a precedent or establish a principle for the release
of all of the property, and others contend that it would do just
the opposite. Now, may I take your valuable time and the
time of the committee just for a minute in reading the latest
work on international law, written by an American, which
seems to state the traditional American policy on international
law, chiefly as interpreted and applied by the United States.
This is by Charles Chaney Hyde. In volume 2, page 233, I
find this statement—I am suggesting it because it seems to
come from a disinterested source, and the book was published
in 1921:

“ Upen the oufbreak of hostilities a belligerent may find large
amounts of enemy property within its territory and remote
from the field of military operations. It seems to be acknowl-
edged that the bare existence of war does not serve in such a
case to effect any change of ownership. Confiscation, whether
rightfully or wrongfully, requires affirmative legislative action.
Aceording to Chief Justice Marshall the terms of the Constitu-
tion of the United States forbid the Inference that a declara-
tion of war operales by its own force to transfer title to prop-
erty within the national domain. A belligerent possesses the
broadest right to prevent enemy property of any kind within
its territory from being so employed as to afford a benefit fo
the foe. While this right of prevention does not imply one also
of confiseation generally, the scope of the former is such as
to: render otherwise unimportant the manner in which it is
exercised, so long as there be no unnecessary destruction or im-
pairment of the value of the property concerned. The proce-
dure adopted may be designed with reference to the nature and
Iocation of the owner; thus, in case he is an alien enemy resid-
ing within the national domain and permitted there to remain
without molestation, subject to good behavior, the belligerent
muy defer the assertion of control over his possessions until,
through abuse wf his privilege, he compels the State to intern
him and deal with his belongings as if he were a nonresident.
Prior to such event the belligerent may be disposed to deter
by other means the enemy from gaining any benefit from what
he owns and is permitted to retain. Where, however, the
owner is the enemy itself and the property- public property, or
where in case of private ownership the owner is an enemy per-
son outside the national domain and a resident of either hostile
or neatral territory the belligerent may reasonably assert direct
and exclusive control over the property.”

That seems to indicate a distinetion between the control
of property of aliens residing in our country which we exer-
cise—or, in other words, which we did not exercise—we gave
them full liberty and property of the Government itself, and
I find on page 237, discussing the policy of the United States, a
very clear statement, which may be of interest to you: .

“In the early days of the Republic a view found expression
in the data of the Supreme Court of the United States. that
the law of nations did not forbid the confiscation by a bel-
- ligerent of enemy private property on land within the national
domain. Eyen then there was evidence of a tendency of prac-
tice on the part of enlightened States to refrain from such
conidnet, for while the growth of such a practice was per-
ceived its possible legal significance was not at first clearly
understood. Somewhat later, however, it became apparent to
Chief Justice Marshall that the usiage of nations afforded the
test of the private national conduct, and that such usage
might destroy the existence of an old belligerent right. On
that ground he did not hesitate to denounce as internationally
illegal the act of a conquerer in confiscating private property.”

That was, I believe, the Brown case. Then again on page
239 this law writer makes this statement :

“ It is believed that on principle the right of confiscation
should be denied a belligerent when the property is privately
owned and not in fact connected with any military operation or
employed for a hostile purpose, and provided seizure is not
resisted, Under such circumstances the power of a belliger-
ent to control or utilize it without interference should impose
the duty, in case of appropriation, ultimately to compensate
the owner.”

That seems to be the undisputed American doctrine.

Mr. NEwron of Missouri. That is the real American doctrine.

Mr. Hawes. That is the undisputed American doectrine.

Mr, Newron of Missouri. A custodian is a keeper of prop-
erty ; a trustee, whose duty it is to preserve, and to act for
and on behalf of the owner thercof. He has no right to sell
such property unless it be perishable, and such sale becomes
necessary for the best interest of his trust. It is a source of
painful regret to me that former custodians have not lived

up to this standard. They have sold valuable properties, not
for the purpose of conserving the trusts for which they were
responsible, but for the purpose of divesting the owner of his
title thereto. But regardless of what has been done in the
past, it is the duty of Congress now, by appropriate legisla-
tion, to require the custodian to discharge his trust by re-
turning all available property to its rightful owner, and where
the property has been sold, if the owner thereof is not satis-
fied with such sale, he should be permitted to institute a suit
in our courts, and the courts should be given the power
either to set aside such sales or to determine upon proper evi-
dence the reasonable value of such property. To do less, in
my judgment, would be a breach of faith and a vielation of
our duty to the nationals who invested their money in our
institutions.

Mr. Mares. Assuming that this committee feels that this prop-
erty ought to be turned back to the original owners as fully as
it is possible to do, and also assuming that it feels that the
Alien Property Custodian has held it as long as he ought to, bear-
ing in mind the legislative situation and the fact that Congress
adjourns on the 4th of Mareh, what is your notion as a prac-
tical proposition the committee ‘ought to do?

Mr. Negwron of Missouri. I think the committee ought to
bring out a bill authorizing the custodian to return all claims
up to and including $10,000 and at least 50 per cent of all remain-
ing claims, The people in Germany and Austria are perishing
from hunger and cold, and in my judgment to hold their prop-
erty lenger is utterly indefensible,

Mr. Mares, Do you think the committee ought to bring out a
bill recommending the return of all of it now? I am asking now
as a practical matter.

Mr. NewTtox of Missouri. Unless the State Department can
give some good reason why a part of this property should be held,
I think it should be returned in its entirety at once. I have
heard many intimations as to the attitude of the Secretary of
State, although I have heard nothing definite as to his poesition.
1 think his judgment, in matters of this kind, should be re-
spected as far as reasonable, but I think that as much of the
property as possible should be returned, and returned at once.

Mr. Mapres, As practical men we have got to determine on not
only what is theoretically proper, but we have got to map out
some practical procedure, keeping in mind all the legislative
situations, Would you recommend that the committee report
out a bill requiring the Alien Property Custodian to turn back
all of this property as soon as he could?

Mr. Newron of Missouri. No; not unless the Secretary of
State approves. I think, however, the State Department should
give fhis committee all the facts from which it draws its con-
clusions. If the department thinks it unwise to state the facts
in an open hearing, let it advise the committee in executive ses-
sion. I do not think that in a matter of this character that
Congress should be expected to rely entirely upon the conclu-
sions of the State Department. I repeat what I have said
before: That to me the holding of any of this property is repul-
sive. I feel that it is in utter conflict with the high ideals of
this country in dealing with matters of this kind. I think, how-
ever, that the interest of the German claimants may be best
conserved and legislation more speedily enacted if a reasonable
amount of the larger trusts are held as security for American
claims. As a matter of fact, I do not think that American
claimants need such securities. I think the $200,000,000 worth
of German ships is more than ample security for all our claims.
Furthermore, after the mixed claims commission has allowed
the just and valid claims, it will be easy enough to enforce the
collection of such claims. Even if the German ships were re-

leased, all that this country would have to do would be to place

an embargo on the importation of all German-made goods and
I can assure you that the payment of all our claims would be
forthcoming.

Mr. Mapes. Is it your personal view that we should hold
a sufficient amount to secure the payment of American claims?

Mr, Newrtox of Missouri. If T were a member of the com-
mittee I do not think I would vote to totally ignore the
request of the State Department. As I said awhile ago, it
is repulsive to me to hold any of this property, but he may
have some good reason for doing so, but certainly you ought
to turn back as much as you ecan, after leaving any reasonable
security, I think the holding of the property savors too
much of the practice of holding a elub to make them do what
we want.

Mr. Mares. Bearing In mind this further fact: Even as-
suming that the committee should take the position that you
do, that it is repulsive to held this property longer, and even
assuming that no department of the Government asks the
committee to hold any of it back; bearing in mind the fact,
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as has been stated here before the commitftee, that prominent
Members of Congress, either in one House or the other, are
opposed to doing it; keeping in mind the fact that Congress
adjourns on the 4th of March, what do you recommend?

Mr. Newtox of Missouri, If the State Department did not
request that part of it be held, I would turn every dollar of it
back. I think that unless the State Department has some
good reason for holding it we ought to discharge our trust.

Mr. Mares. That is what you would do if you had your indi-
vidual way about it?

* Mr. NEwTtox of Missouri, Yes.

Mr, Mares, But for the purpose of my gquestion

Mr. Newrony of Missouri (interposing). You mean whether
or[ l:il:!ot a bill like that would pass? Is that what you have in
mind?

Mr. MapEs. As a practical proposition, what wonld you rec-
ommend?

Mr. Newrox of Missouri. I think any bill you bring into the
House for the return of this property will pass. I think the
danger is that the House might go too far, but I do not believe
they will If you bring in a reasonable bill.

Mr. Marpes. It might pass the House, but would it pass the
other side?

AMr. NEwros of Missouri. I think it would pass the other
body. I think the opposition will fade. I do not believe they
can stand before the arguments in favor of the return of this
property.

Mr. Chairman, we have in this country millions of people
whose loyalty during the war could not be challenged. They
bought Liberty bonds and thrift stamps to the limit of their
ability ; they gave their sons to fight upon the battle fields of
France. Thousands of people of this class live in my distriet,
and I know their loyalty and devotion to this country. Al-
thougl they had relatives living npon the other side they never
faltered when the call came. They were against the kaiser
and his military government, and when the President said,
“We have no quarrel with the German people; we have no feel-
ing toward them but one of sympathy and friendship; we are
fighting for the freedom of all the peoples of the earth, includ-
ing the people of Germany.” When the President uttered these
inspiring declarations the people of German ancestry in all
parts of the country took him at his word. Thousands of their
young men volunteered, and the casualty lists from the battle
front bear unmistakable evidence of their loyalty.

And now that the war is over those people who were loyal,
who fought against relatives without faltering, contributed of
their substance fo sustain the Government, and gave their sons
to fight and die for our flag, can not understand why the Goy-
ernment which they fought to sustain should continue te hold
the property belonging to helpless and starving relatives upon
the other side, with whom our President declared we had no
quarrel, but for whom we had a feeling of sympathy and friend-
ghip. They ean not understand why, as American citizens, they
should find it necessary to dig down into thelr own pockets and
send money to the other side while their Government continues
to hold property belonging to those same relatives. Something
should be done at once. This property should be released., I
believe that when the facts are presented Congress will act,
and I trust that action may be taken speedily.

FUNEHRAL BERMON ON THE LATE EEPRESENTATIVE MANN.

Mr, MADDEN. Mr. Speaker, I ask unanimous consent that
the address delivered by the Reverand Doctor Freeman at the
funeral services of Mr. Mann be incorporated, in 8-point type,
in the memorial Recorp of last Sunday.

The SPEAKER. The gentleman from Illinols asks unani-
mous consent that the address of Reverand Doctor Freeman,
delivered ut the funeral services of Mr. Mann, be inserted in
8-point type in the Recorp of the memorial proceedings of last
Sunday. Is there objection?

Mr. GARRETT of Tennessee. Mr. Speaker, is the gentleman
asking for its insertion in the CoNerEsSs1ONAL REcCORD again?

The SPEAKER. No; simply asking that it be inserted in
the miemorial volume,

Mr. GARRETT of Tennessee. That was the sermon de-
livered here, was it not?

The SPEAKER. Yes.

Mr. GARILETT of Tennessee. My impression is that that will
be done anyway. I think that when they come to make up
that memorial volume they will take all the Recoxp.

The SPEAKER. Is there objection?

There was no objection.

WAR DEPARTMENT APPROPRIATION BILL,

Mr. ANTHONY. Mr. Speaker, I ask unanimous consent that
the House resolve itself into Committee of the Whole House on
the state of the Union for the consideration of the bill (H. R.

13798) making appropriations for the military and nonmilitary
activities of the War Department.

The SPEAKER. The gentleman from Kansas moves that the
House resolve itself into Committee of the Whole House on the
state of the Union for the consideration of the appropriation
bill for the support of the Army.

Mr, ANTHONY. And, pending that, Mr. Speaker, I would
like to ask the gentleman from Mississippi [Mr. Siason] if I
can agree with him on the time for general debate on the bill?
About how much time will the gentleman require?

Mr. SISSON. I have discussed this matter with the gentle-
man from Kansas, and I think five hours will be sufficient, to
be controlled equally on each side.

Mr, ANTHONY. Mr. Speaker, I ask unanimous consent that
the general debate on the bill be limited to five hours, of which
two hours and a half shall be controlled by the gentleman from
Misgissippi [Mr. Sissox] and two hours and a half by myself.

The SPEAKER. The gentleman from Kansas asks unani-
mous consent that the general debate on the bill be limited to
five hours, half to be controlled by the gentleman from Missis-

sippi and half to be controlled by himself. Is there objection?

There was no objection.

The SPEAKER. The question is on agreeing to the motion of
the gentleman from Kansas, that the Honse resolve itself into
Committee of the Whole House on the state of the Union.

The motion was agreed to.

The SPEAKER. The gentleman from Connecticut [Mr. Tic-
soxn] will please take the chair.

Thereupon the House resolved itself into Committee of the
Whole House on the state of the Union for the consideration of
the War Department appropriation bill, with Mr. TiLson in
the chair.

The CHATRMAN, The House is in Committee of the Whole
House on the state of the Union for the consideration of the
bill H. R. 13793, the War Department appropriation bill, which
the Clerk will report by title.

The Clerk read as follows:

A bill (H. R. 13793) making appropriations for the military and
nonmilitary activities of the War Department for the fiscal year ending
June 30, 1924, and for other purposes,

Mr. ANTHONY. Mr. Chairman, I ask unanimous consent
that the first reading of the bill be dispensed with.

The CHAIRMAN. The gentleman from Kansas asks unani-
mous consent that the first reading of the bill be dispensed
with. Is there objection?

There was no objection.

- The CHAIRMAN. The gentleman from Kansas is recog-
nized

Mr. ANTHONY. Mr. Chairman and gentlemen of the com-
mittee, this is the bill making the appropriations for the War
Department. It carries a total of $314,000,000 in round figures,
of which $248,000,000 is for the military activities—that is, for
the support of the Army during the next fiscal year—and $65,-
000,000 is for the nonmilitary activities of the War Department,
The amount for the military activities, or the cost of our Army, .
is $12,000,000 in round numbers less than for the eunrrent year.
The amount for the nonmilitary activities is $3,000,000 less
than for the current year, making a total of $16,000,000 less in
the bill offered to the House here to-day than was carried in the
current year’s appropriation bill. In comparison with the fig-
ures submitted in the Budget the amount for military purposes
is $14,000,000 less than the Budget, and the amount for non-
military activities is §8,000.000 more than the Budgef, making
a net reduction in the Budget estimate of over $5,000,000.

The provisions in this bill will provide for an Army of sub-
stantially the same size as we have during the current year.
We are providing for the pay of 125,000 enlisted men and 7,500
Philippine Scouts. We are appropriating sufficient money for
the pay of 12,000 commissioned officers, the full number of offi-
cers now authorized by law. We are also providing for an
increase In the National Guard to a maximum of 215,000 men
during the next fiscal year. The guard now mumbers over
160,000, will be 100,000 in gize by Juoly 1, and under the amount
we are placing in this bill will grow to a maximum of 215,000
during the next fiscal year.

In this connection it is well for the House to know that the
National Guard is no longer a secondary military force in this
country. If has so inereased in size and in eflicieney in the last
few years that it is no longer our second line of defense from
a military standpoint, but the National Guard is now composed
of trained men and organizations which will be able to take
their place and efficiently perform any military duty to which
goldiers may be assigned. They are first-line soldiers now, so
that our active military strength has been increased in recent
years substantially 100 per cent over what it was a few years
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ago, taking into consideration this new efficiency of the National
Guard,

In addition to this active military force we have 69,000 men
in the Officers’ Reserve Corps, all men of military experience
and qualified to perform the duties of commissioned officers
in the field, should an emergency present itself. We train
quotas of these men each year. This year we trained about
5,000 of them, and under the provisions of this bill we author-
ize the training of approximately 10,000 or more of these re-
serve officers during the coming summer,

In addition to this splendid military asset of officers in
our reserve corps, we provide in this bill for the carrying
on of the Reserve Officers’ Training Corps work in the schools
and colleges of the country, and the funds appropriated in
this bill will provide for 110,000 of these boys being trained
in the schools and colleges and Reserve Officers’ Training Corps
summer (raining camps, an increase over the present year.
From this source there went into the Reserve Officers’ Corps
during the current year over 2,600 graduates of these schools.
We are providing increased funds for the carrying on of
clvilian military training. We trained 22,000 in civilian mili-
tary camps during the past summer, and with the increased
appropriations in this bill we shall be able to train from
80,000 to 33,000 In ecivilian camps during the next summer,

So we consider that the committee have made ample pro-
vision for all of our essential military activities. There are
no great changes made in the present establishment. We have
provided equitably and in some cases liberally for all the
activities recommended to us by the Budget and the War De-
partment.

Mr. McKENZIE. Will the gentleman yleld?

Mr., ANTHONY. I yield to the gentleman.

Mr, McKENZIE. On the matter of the appropriation for
training reserve officers in camps there seem to be a good
many protests coming from the reserve officers over the coun-
try claiming that you have not made ample provision for
that purpose. Will the gentleman kindly fell us just how
he came to conclude that the amount named in the bill is
the correct amount?

AMr. ANTHONY. We appropriate $1,700,000 and some odd
in this bhill. The amount appropriated for the current year
was $1,000,000. In addition thereto they had the use of
about $300,000 from other items in the appropriation bill.
This year the expense of training reserve officers is confined
entirely to the appropriation of $1,700,000.

During the current year they trained about 4,500 to 5.000
men, and on the estimate of the basis of cost given us at $100
per man as the expense we estimate that they will be able to
train in excess of 10,000 men with the money we provide in the
bill. The War Department wanted to train 15,000 men. There
are actually 69,000 reserve officers. The committee regarded it
as unwise to undertake to train anywhere near the entire num-
ber, We made 100 per cent increase in the number to be trained.
We thought that was a conservative way to approach the gques-
tion.

Mr. FESS. Will the gentleman yield?

Mr, ANTHONY. I yield to the gentleman from Ohio.

AMr, FESS. I have had this matter up with the chairman of
the committee before. I have a telegram here that is presumed
to come from United States-wide interests on behalf of training
asking for $5,750,000 for this purpose and stating that anything
less would be a very serious deprivation. Will the gentleman
make a statement about that for the benefit of myself as well as
for the benefit of the House?

Mr. ANTHONY, Yes; I will make a statement in reply to
the gentleman’s question. He is voicing the result of a nation-
wide propaganda for increased appropriations for this purpose.
The great trouble that we had in the training camps for reserve
officers during the current year was that, in my judgment, they
were not all of them entirely efficient from a military stand-
point. They were something new to the War Department, It
was new work for them to take up, and they did not reach the
maximum of efficiency. The only thing where they did reach
100 per cent was that in many of the lectures delivered by Army
officers it was usual to wind up with an appeal to the reserve
officers in attendance to go home and work for an Increased ap-
propriation for next year, and the gentleman is seeing the
result of that propaganda.

Mr, DOWELL. Will the gentleman yield?

Mr., ANTHONY. I yield to the gentleman from Iowa,

Mr. DOWELL, Is it not desirable to have these officers
trained for a short time each year at the small expense which
the gentleman has indicated?

Mr, ANTHONY. It Is very desirable; and the committee, as
I say, have made provision for an increase in the number to be
trained—100 per cent more than during the present year.

Mr. DOWELL. Yes; but the number trained last year was
very small. Is it not desirable to have these officers who have
already had this experience take this training each year at
small expense, and will we not get a better Army for much less
cost than we could otherwise get?

Mr. ANTHONY. I think we had better undertake this work
in a modest way, and not increase it too greafly in amount from
year to year beyond the capacity of the Army to assimilate the
job. I will say to the gentleman that they will have their
hands full in earrying out the increased appropriations for all
of the training activities this year.

Mr. DOWELL. I notice the gentleman designated this as
propaganda. Is It not a fact that these officers desire the
training?

Mr. ANTHONY. Yes.

Mr. DOWELIL. Is it not for the general good that they are
asking it?

Mr. ANTHONY. There are 69,000 officers, and 17,000 only
have asked for training In replying to the questionnaires of
the current year, and we are providing for the training of

11,000.

Mr. DOWELL. Should not we train the whole number that
are asking to be trained?

Mr. ANTHONY. I have tried to tell the gentleman that we
are providing for training activities that will absorb much of
the energies of the officers of the Regular Army this summer,
and it would be unwise to try to train more than the Regular
Army can take care of,

Mr. DOWELL. Why is the Regular Army then asking for
the training of 15,000 men if they can not take care of that
number ? i
Mr. STAFFORD. Will ‘the gentleman from Kansas yield
to me?

Mr. ANTHONY. Yes.

Mr. STAFFORD. Perhaps the gentleman from Kansas does
not grasp the idea under which the gentleman from Iowa is
laboring—that the department plans to train the officers every
vear. As the gentleman from Kansas well knows, it is not the
plan of the War Department to train the same officers every
year. It is the plan to give them a training about once in
three years. We are providing in this bill a larger quota of
tﬁ‘ﬁ}’ who have applied for training than the quota of ome-
third,

Mr. HULL. The gentleman is wrong about that; at this
rate they would not all be trained in six years.

Mr. STAFFORD, Let me say to the gentleman, a member
of the Military Affairs Committee, that it is the plan to call
the men into training camps about once in every three years.

Mr. HULL. But you are not providing a fund for training
them all in three years. You have 70,000 of them, and you only
provide enough to train them all in 10 years.

Mr. STAFFORD. That may be so with reference to the
69,000 men on the rolls, but the hearings show that only 17,000
have expressed a willingness to have the training. This is
optional with them ; it is not mandatory, unless the department
so orders, let me say to the Representative of the Rock Island
Arsenal district. [Laughter.]

AMr, FESS, Will the gentleman yield?

Mr. ANTHONY. Yes.

Mr. FESS. On the gquestion of propaganda, my telegram is
signed by the secretary of the reserve officers of Ohio.

Mr. DOWELL. Will the gentleman yield again?

Mr. ANTHONY. Yes.

Mr. DOWELL. These officers want the training, and it
seems to me we ought to give them the training that they ask
for. It is my position that we ought to increase this amount
and that we ought to train more officers. The gentleman from
Wisconsin is mistaken when he says that we can do it in three
years.

Mr. ANTHONY. The gentleman from Iowa had about a
thousand reserve officers at the camp in his town this year.
Will he not be satisfied with 2,000 this next year?

Mr. DOWELIL. That is not the point. [Laughter.]

Mr, HULL, Will the gentleman yield?

Mr. ANTHONY. Yes.

Mr. HULL. . Am I not right in saying that at the rate you
provide for the training in this bill you will not train the
officers that are at present in the Reserve Officers’ Corps in
six years?

Mr. ANTHONY. That is, taking the maximum number; but
as the gentleman from Wisconsin has informed the gentleman
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from Towa, there are only 17,000 out of the total number that
asked for training this year, and we are giving an appropria-
tion large enough to train about 11,000 this summer,

Mr, HULL. And you leave 60,000 without training, and there
are 10,000 more at least that want training this year.

Mr. ANTHONY, There are 45,000 that have not asked for it.
The War Department only trains those who ask for it.

Mr. HULL. Will an officer be of any value who is only
trained two weeks once in six years?

Mr. ANTHONY. Well, when you come down to the training,
I do not think that it is of any great value. I think it takes
a longer period than two weeks to properly train an officer or
a man, or even to refresh him.

Mr. MILLER. Will the gentleman yield?

Mr. ANTHONY. Yes,

Mr. MILLER. If I understand the gentleman correctly, we
are giving an increased number for training this year?

Mr. ANTHONY, From 4,500 to 11,000.

Mr., MILLER. Has the appropriation been increased this
Year in proportion to the increase in the number trained?

Mr. ANTHONY. Not in proportion, perhaps; but sufficient
to take eare of the training, in our opinion. The figures given
us by the War Department are that it cost about $100 per
man. Now, you can take the maximum that is outside of the
mileage and the preparation of the ecamps. There is over
$1,000,000 available for this—$1,200,000. Divide that by $100
and you will get in excess of 10,000,

Mr. MILLER. In other words, it will not cost as much to
train the officers this year as it did last year.

Mr., ANTHONY. 1 do not think it will cost as much, be-
cause they have many of the camps already prepared, and I
am informed by the gentlemun from Wisconsin that there is
an unexpended balance of $§300,000 that will be carried over.

Mr. MILLER. And that will be available this year?

Mr. ANTHONY., Yes,

Mr. STAFFORD. Three hundred and eighty-one thousand
dollars available November 30 unexpended that can be utilized
for their training before June 30.

Mr. LITTLE. Wil] the gentleman yield?

Mr. ANTHONY. Yes.

Mr. LITTLE. These 10000 officers are supposed to be al-
ready trained men?

Mr. ANTHONY. Yes: they are trained men. This simply
brings them into camp, gives them a refresher course, and
should bring them up to date.

Mr. SPEAKS. Will the gentleman yield?

Mr. ANTHONY. I will.

Mr. SPEAKS. There are 60,000 reserve officers, and it will
cost $100 per man to train them for two weeks, a modest ex-
penditure of about $6,000,000. The gentleman appreciates the
fact, does he not. that within this 69,000——

Mr. ANTHONY. O, it costs much more than that,

Mr. SPEAKS. The gentleman appreciates the fact that
among the 69,000 officers there is an abundant number capable
of conducting eamps entirely outside of the Army. Does the
gentleman agree with that?

Mr. ANTHONY. No:; I think you can find many reserve
officers capable of conducting camps, but I do not think it would
be advisable to conduct camps outside of the control and in-
struction of the Regular Army under any circumstances,

Mr., SPEAKS. With the 160,000 National Guard maintained
at an expense of about $25,000,000, and your 69,000 reserve
officers, a large portion of which have served overseas and in
the National Guard, have been continuously in the service for
many years, and up and abreast with the Army, as the gentle-
man says in his report, is it not a useless procedure to continue
the Army with an overhead expense of some $200,000,000, agere-
gating only 125,000 men, when we have 160,000 men and 69,000
officers which we can continue at an expense of about $31,-
000,000% Why not discontinue that whole system and at once
put into operation the plan that was designed by our fore-
fathers, and soon have an army of 500,000 men ?

Mr. ANTHONY. The gentleman well knows that this surplus
of very excellent military reserve material we have now as a
result of the war will last us a few years—possibly 10 or 15
years—and that we would then have no more surplus of that
kind, and we would have to depend on the Regular Army which
trains its men from year to year and is the foundation of our
military strength in this country., The overhead of our mili-
tary machine in this country and our basis for organization has
always been and always will be our Regular Army.

Mr. SPEAKS. Oh, no.

Mr. ANTHONY. Well, that is a matter of opinion. In re-
gard to the civilian military training, as I stated before, we
are appropriating $2,000,000 for that purpose in this bill. We

find that about $500,000 is carried over unexpended from the
current year, which we are making available for use next year,
That amount will be expended in the preparation of camp sites
and preliminary expense, so that there will be 31,000 civilians
Eli-?lined during the coming summer under the provisions of the

Just & word now in regard to the commissionad strength of
the Army. Congress was severely censured by the military
service, by the War Department, and by a good many of the
larger newspapers and magazines of the country for what they
claimed was a very radical reduction it made in the strength
of the commissioned personnel of the Army last year. In our
bill we did reduce the number from 12,800, which was the num-
ber in June of last year, to a maximum of 12,000. I stated on
the floor of the House at that time that in my opinion under
the provisions of that law the War Department would be re-
quired to reduce the number of officers by not over 600 in ordsr
to bring it down to the 12,000, taking into consideration the
loss from ordinary causes. What are the facts?

The facts are that in addition to the number of officers which
we required should be eliminated, the War Department of
its own volition has reduced the commissioned strength by
over 600 below the maximum required by Congress. As a
matter of fact, under the provisions of our bill, taking into
account the natural losses of the commissioned personnel, it
would be necessary in order to have carried out the provisions
of our bill to have removed only about 375 officers. Yet, under
the provisions of the law, they have taken out a total of
990 officers, and they have separated from the service by other
means, largely by the use of the laws in regard to retirement,
an additicnal number of 505 officers. So that about 1,400
officers in all have been separated from the service, and you
have now 11,380 commissioned officers in the Army. The ex-
cuse given for this reduction below the number authorized by
Congress is that they desire to make rocm for second lieu-
tenants in the service. We tried to make a number of second
lieutenants in the Army last year by providing for demotion,
and we did largely fill up the grade of second lientenant
thereby, but T call the attention of the House to these fizures
to show you that the War Departnient evidently found that the
reduction proposed by Congress was a verv wise and a good
thing, and they have gone 600 beyond the figure which we set
for them in the legislation passed by the House to show how
well they thought of it.

Mr. McKENZIE, Mr. Chairman, will the gentleman yield?

Mr. ANTHONY. Yes.

Mr. McKENZIE. However, is it not just to say, in behalf
of the War Department, that in carrying out the scheme, if we
are to have only 12,000 officers in the Army and make it pos-
gible for the graduates from West Point coming in this year
and com'ng in next year, and the young men that graduate from
our technical schools who want to go into the Army as second
lieutenants, that there should be some leeway or at least a
place at the bottom to take care of them, and, therefore, for
that reason they possibly went further in dismissing from the
service than they would otherwise, owing to the fact that they
wanted the ftow coming in from the bottom?

Mr. ANTHONY. But the gentleman realizes, however, that
for three or four years the War Department allowed the
Army to exist with practically no second lieutenants, and they
have gradually awakened to the fact that they need a few of
them, but is it not a rather expensive policy to provide second
lieutenants by putting 277 officers, largely in the higher ranks,
on the retired list at three-quarters pay?

Mr, McKENZIE. T agree with the gentleman, but that situa-
tion was brought about by the action of Congress in reducing
the number of commissioned officers.

Mr. ANTHONY. Oh, no. The gentleman is entirely in error.
Without making any more vacancies in the service, there was
room left for the graduates from West Point under the pro-
visions of the legislation. .

Mr. STAFFORD. And will the gentleman mention the usunal
number that enter from West Point—260%

Mr. ANTHONY. There was room for them. f

Mr. STAFFORD. And yet there are three or four hundred
more vacancies for which there is no possible source of supply.
The gentleman from Illinois [Mr. McKENz1E] speaks of provid-
ing for the graduations two years from now. He fails to take
into account the number that will be retired because of age,
which is about 250 every year.

Mr. ANTHONY. I am very glad to have called the attention
of the House to what T consider the real military strength that
this country now possesses in time of peace, in view of the
very serious statements made to the contrary which have ap-
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peared in otherwise very truthful and reputable newspapers
andi magazines in this eountry.

It is a surprising thing to me that in newspapers like the
New York Times, the New York Tribune, the Kansas City Star,
and like a magazine published by the New York Tlmes called
“Current History” they will publish articles severely criticiz-
ing the Congress for reduecing the number of commissioned
officers “1,400,” as all of these newspaper articles and maga-
zines state, severely censuring the Congress for such action,
when the total reduetion in commissioned strength compelled
under the legislation we enacted last year was approximately
500, and the reductions in addition thereto which have been
made, wise or unwise as the case may be, have been made
entirely by the War Department of its own volition. But it
seems to be a popular sport te put upon the Congress the
eriticism or blame for eonditions by these great newspapers
which I feel are entirely unwarranted,

Mr. McSWAIN. Will the gentleman yield?

Mr. ANTHONY. I will yield.

Mr, McSWAIN. I will say to the gentleman I have noticed
that disposition, and I wondered if the gentleman will not
agree with me in attributing the tendency to the fact that those
who are interested in maintaining a large officer personnel in
the Army are the ones wheo write up these articles, having a
special personal interest in it, and offer them to the magazines

* and newspapers, and the magazines and newspapers have only
these personal views and ex parte statements furnished them,
whereas. on the other hand. fhere is nobody having a special
personal interest in cirenlating propaganda in the interest of
“01d Man People.” ke

Mr. ANTHONY. That is true. And I would say to the
gentleman this article in Current History, to which I have just
called attention, was written by an officer by the name of
Myer who was one of those discharged under the provisions of
the act of Cg;}gresa. [Laughter.] >

Mr. BLANTON. Will the gentleman yield for a question?

Mr. ANTHONY, T will

Mr. BLAN’S%%’.._‘ In rezard to the appropriations for the
improvement of waterways and harbors, 1 notice that the Chief
of Engineers recommended an appropriation of $56,000,000,
which he deemed mandafery. The Budget ent that down to
$27.000,000, and the gentleman's eommittee has brought in
beyond the Budget estimate, not the estimate by the Chief of
Engineers but the difference of what apparently is a compro-
mise of $37,000,000,

Mr. ANTHONY. The gentleman from Texas has correctly
gtated those figures, and I intended fo go into it when we
rexched that point in the bill. For the information of the gen-
tleman and for the information of the House, I want to state
that the subcommittee saw fit fo increase the Budget estimate
for rivers and harbors from $27,000,000 to $37,000,000, with the
idea of making abundant and reasonable provision for river
and harbor work in the country during the next fiscal year.
Now, for the information of the House, I want to state, after
a close examination of the state of appropriations for river and
harbor work, we found there was going to be an excess of
$12,000,000 carried over from this year into next year unex-
peuded. We found the maximum of the engineers’ estimate
was 356,000,000 for the next fiscal year; that is, the engineer
officers in the field were asked to give their estimate of what
was required for next year in thelr different districts and re-
ported that the maximum amount of money they would be able
to expend on river and harbor work, providing they had 312
good working days next year, would be $56,000,000, and the
committee appropriated 80 per cent of that amount, together
with the unexpected money, and we believe it will provide
amply for continuing a safe and sane poliey of river and harbor
improvement. i

Mr. BLANTON, r Bvery emergency proposition?

AMr. ANTHONY. If will provide for the continuation of all
necessary work on every proper river and harbor activity, in
my judgment.

Mr. DENISON. Will the gentleman yield?

Mr, ANTHONY., T will .

Mr.“DENISON. In that connection, did the gentleman in-
quire of the Army engineers whether they would expend what
they have on hand below $12,000,000 on river and harbor work?

Mr. ANTHONY. At the rate of expenditure now going on—
and we are approaching fthe period of the year when they
diminigh instead of increase—we felt certain that there would
be an exeess of $12,000,000 unexpended.

Mr. DENISON. Yes; and the policy of the engineers always
have been and is now never to reduce their balance.on hand
below that figure of $12.000,000, hecause of the possibility of an
emergency ; 50 even if they should have $12,000,000 on hand at

the close of the year, they would not expend below that
amount. They will stop the work before they expend it below
that amount.

Mr. STAFFORD. If the gentleman will permit, the genile-
man is in error in that particular. The hearings last year show
that the policy of the War Department is to have from three
to five million dollars on hand for emergency purposes, and this
appropriation that the committee recommends provides for an
emergency fund

Mr. DENISON. No; the gentleman from Wisconsin, as
usual, shows he is not informed on this subject. There is no
Army engineer who will make the statement——

Mr. STAFFORD. That is a nice contribution by the gentle-
man, because General Taylor made the statement in the heap-
ing? h?:i last year, I will have the gentleman eat his words as
0

Mr, DENISON. I am perfectly willing.

Mr. STAFFORD. For I will get the hearings and prove that
such testimony was given.

Mr. SISSON. [Applause.] Mr. Chairman, I expect this will
be the last time I shall appear before the House of Representa-
tives in the eapacity of a minority Representative on any of
the great appropriation bills of the House. I really would like
to talk to the House at some length, but my physical condition
is such that I do not feel equal to the task. I shall have but
little to say about this bill, except to say that the bill taken
as a whole meets with my approval. We made and won the
fight on the bill last year. That was a real fight. There I,
along with this same subcommittee, gained the ill will of big -
Army people and all the people who profited by vast military
expenditures and gained the affection of the unselfish, patriotic
Americans. The work done by the subcoinmittee and the full
committee this year, I think, has made a very good bill for
the country, and that is saying something when I even mildly
praise an Army bill, because some people do not believe I
would give anything for an Army. But they are mistaken, for
I would be fair with the Army, but this bill contains a great
deal more than that.

We have only discussed here the military features of this
bill. I hope when the rivers and harbors items are reached
that certain time will be allowed so that Members of the House
may have an opportunity to discuss that portion of the bill
and fully express their views on that subject. I feel sure that
that can be done. The time for debate to-day has seemed to
some to be somewhat long in a way, but when you think it is
the last regular appropriation bill upon which Members can
get time you really marvel at the moderation of Members in
asking for time.

But, my colleagues, T want especially to take advantage of
this opportunity to express my very deep appreciation of the
very keen friendship between myself and, so far as I know,
every Member of the House of Representatives. [Applause.}
I have been here for 14 years, and the sweetest service I have
rendered has been the service within the last few months, be-:
cause the most gratifying hours of a man's life are those in
which he knows that his friends appreciate him,

During my service I have had a good many tilts with Mem-
bers on the floor, especially with my Republican colleagues. I
recollect very well a thing which Andrew Jackson is alleged to
have said, after, as a young man, he issued his first challenge
to fight a duel. A very much older lawyer than he had rasped
him considerably and made young Andrew very mad. Andrew
thought the elder lawyer had taken advanfage of his youth in
making fun of hiz knowledge of law, and that it was done to
humiliate him, that being his first lawsuit. So Andrew very
promptly challenged him to fight a duel, and they went out and
took a shot at each other, but both missed. Before they were
ready for the second shot their friends intervened and con-
vinced themr that they were acting the fool. Andrew shook
hands with the old lawyer after the old man apologized by
saying, “I never intended to wound your feelings.” They had
a good time on the way back, and Andrew Jackson said then,
*1 made up my mind and swore to myself that I would never
challenge a man to fight a duel for anything that was said in
the courtroom, in open court, or in any legislative proceeding,
either of the State or Nation, because,” he said, *“ when spoken
in such a place it usually is not done to Insult, and if it was,
it will afterwards develop and then it can be attended to.”

I have thought of it many times since I read it when I
was a boy. I take it that that ought to be true not only with
men in the courtroom but in the House of Representatives. A
controversy arises, and men who are strong, their minds virile,
say many things on the spur of the moment in the heat of
debate which a moment afterwards they wish they had not said.
But I do not know but that sometimes even sharp conflicts
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between strong and fair minds make better friends of us than
if we had never had occasion to differ and take each other's
measure,

But I want to say that as to the men with whom I have
been associated here, in my judgment they have been as
honest, as scrupulously honest, as any set of men it has ever
been my good pleasure to assoclate with. I have been asso-
ciated with but two men here, neither one of whom is now
in Congress, of whom I have had the least suspicion as to
their honesty and integrity. First and last I suppose I have
been associated with more than a thousand men here. I do
not believe that in the church, I do not believe that among
physicians or among lawyers, you will find 435 men gathered
together in one building and engaged in one undertaking where
you will find as many honest, courageous, square, high-toned,
elegant gentlemen as you will find in the House of Representa-
tives. [Applause.] In saying that I am saying it when it
will do me the least amount of good, inasmuch as I am going
out. I tell you we have got to be of that sort, boys, because
if we are not the people at home would destroy us; because, as
it is now, the Congress of the United States is “ the goat™ for
everything that is wrong. If anything goes wrong, they do not
charge it up to the President, except very mildly, but they do
charge it up to the Congress,

I think a great mistake is being made in the country; I do
not believe that the people should lose confidence in the in-
tegrity of the House of Representatives or the legislative bodies
of the Government. In other words, as long as the people have
confidence in the Congress I think the Republic is very much
safer. I think it makes for revolution, it makes for discontent,
when the people throughout the country question the honesty
and integrity of Members of Congress. )

But let me tell you, gentlemen, that when a man goes through
a party primary with severe opposition, and then goes through
a general election, if they do not find out what he has done,
then they have been negligent in that distriet. [Laughter.]
You have heard the story of the gentleman who ran for sheriff,
a very splendid man, who conducted his campaign hopefully for
a week, and then came in and said to his friends, “I am going
to get out of this race.” *“ What is the matter?” they asked
him. He answered, “They accuse me of stealing a mule.”
“ You did not steal a mule, did you?"” * Of course I did not.”
“ Qo ahead, then,” they said. Thereupon he resumed his activi-
ties and ran on for about a week more, and then came back
and said, “I am going to get out of this race right now.” His
friends asked him, “ What is the matter?” His answer was,
“They not only accuse me of stealing a mule but they are going
to prove it on me right away if I do not get out.” [Laughter.]

When they get to charging a candidate with every crime on
earth a man is bound to be a pretty good one in order to come
safely through many campaigns. So, after being in public life
for quite a while, I have changed my entire mental attitude
toward the membership of the House, They are not dishonest.
They can not be bought.

A criticism, however, might be offered, which, T think, is a
just one. But no man, I think, can truthfully charge the Mem-
bers of this House with being dishonest. I believe that of the
435 Members of Congress there is hardly a one that would not
smash your nose if you went and offered him a thousand dollars
for his vote; and he ought to do it. I believe all the Members
of this House are honest, but I tell you one thing: All the Mem-
bers of the House are not as politically courageous as they
ought to be. The trouble is we are afraid of the people back
home. Here is another thing, and that is the weakness in us
all; sometimes I do not know whether it is a weakness or not.
Here are our friends, who have been so loyal and true to us.
They have kept us in office, and when some issue comes up
they are unanimous in wanting us to do something for them,
and we are prone sometimes to yield to that influence. Gentle-
ment of the House. I believe that is the greatest weakness of
the Members of Congress.

I used to wonder sometimes why it is that so many Members
of Congress after their defeat like to stay in Washington. I
believe I know now. When you go to college and mingle with
your mates there for four years you say those ties are very,
very close, and they are. They are made when our minds are
impressionable, when we are young; the ties are close, hut
youth forgets quickly and takes on new friends; so I do not
know of any association that is closer than the association
here in this House. My friend Joe Byrxs and I came here 14
yvears ago. There has never been a relationship in my life or
in his where the associations have been any closer or more
intimate; and when you think that that has extended over a
period of 14 years, when will he or I in our future lives ever
associate with men so closely for so long a period again? Even

though I live to be threescore years and ten, I will not asso-
clate with any other men as intimately and as closely as I have
associated with these gentlemen here. I think it was Champ
Clark who called attention to the fact that within the last 14
years we have served each term of 24 months, about 22 months
out of every 24, together here in Washington. That is to say,
we have practically served the 14 years together. Some of
these men were here when I came. Many of those who were
here when I came have gone; but as I look over the House
to-day I see the faces of many men who were here before I
came or who came here with me. Some of them have been
here many years. Now, it does not matter how long I may live
or where I may be cast upon this earth’'s strand, there will
never be men for whom I will feel closer friendship, there will
never be men for whom I will have a higher regard or a deeper
affection than for the men with whom I have served in Con-
gress, [Applause.] And, so far as I know, I do not believe
there is a Member of Congress who is not my friend. [Ap-
plause.]

I am going to make another confession. When I came here
I was just as terrific a Democrat as I am now, but I am less
of a terrific partisan than I was when I came here. I believe
in the principles of Democracy as firmly as I did when I en-
tered the door of the House for the first time, but I have
found that men’s friendship is not divided by that middle aisle;
and thank God it is not. I do not know of a gentleman for
whom I have a higher or a tenderer regard than I have for
Uncle Jog Cannoxn, of Illinois. [Applause.] We all love him.
I have been intimately associated with him on the committee,
He is a great benediction to all of us. And may I say—it may
be the last time I shall have the opportunity to pay this
tribute to him—Uncle JoE CANNON is one of the few very great
men whom I have ever known. [Applause.] He is a great man.
When the history of the Speakerships of this House is written,
Uncle Joe Caxson is going to stand out in bold relief as one
of the Mount Pelions in the range of Speakers. In fact, it has
been my good fortune to serve under two unique Speakers,
Uncle Jok and the inimitable Champ Clark. I do not know of
two men who were sp much alike and yet so totally different as
Champ Clark and Uncle JoE Caxxo~N. They were both, as we
might say, diamonds in the rough, Their rugged, honest souls
caused them to be loved and respected, not only by their col-
leagues here but by the people of the Nation. When I men-
tion Uncle Jog, I can not refrain from mentioning another
great and much beloved man on the Democratic side of the
aisle. He was born in the same State with Uncle Jog. Uncle
Jog left ; he remained in the State of their birth—that of North
Carolina. I refer, of course, to most-beloved Member of the
House, Maj. CuArLES M. STEDMAN, the Confederate soldier, now
a Member of the House. There is not a Memher of the House
on either side who does not love, admire, and respect him, nor
is there one who would not with pleasure render him a service.
[Applause.]

My friends, I sald that the center aisle does not divide our
friendship. It does not. Take the chairman of the Committee
on Appropriations, Mr. MappeEN. I have differed with him
greatly. He has made some speeches here that I wish he had
not made; but I have associated with him not only since he
has been chairman of the committee but in many ways before,
and I want to say for him now—the history of it is going to
be written some day—this new reform, this new régime, has
put upon him an extraordinary burden; that he has more than
made good.

Those of you who have not been in close touch with this com-
mittee are not altogether familiar with the difficulties he has
encountered. In the first place, these subcommittees had to be
reorganized along new lines, and he had to deal with strong
men, and they are hard to please. The House was torn asunder
with conflicting elements and conflicting forces. I want to say
of Mr. MappEN, the chairman of this committee, that in my
judgment he has made a magnificent job of it and is entitled to
the thanks not only of the House but of the country, I do not
care whether you are Republican or Democrat. [Applause.]
He has demonstrated his capacity to do big things and do them
well.

Now, I should like to mention the names of all these boys I
love so well, but T can not do it. 1 can not mention them all.
I see them around me. If they should happen to come to my
town, I would never forgive them if they did not come to see
me. I see my friend Paige, of Massachusetts, who buys cotton
down in my country. If he shonld come to my town and not
come to see me I would never forgive him in the world, I
wounld haunt him all the days of his life. In serving on these
committees, in dealing with the affairs of this great country,
we learn to know each other very well. If I had not been on




1923.

CONGRESSIONAL RECORD—HOUSE.

1827

this Committee on Military Affairs, one of the choicest spirits
in this House would not have come so completely into my soul,
I could say good things about all these boys, but I want to
tell you that I would never have known and been so intimately
friendly with Dax AxtoHoNy a8 I am If T had not served on
this committee. [Applause.] I hardly know exactly what term
to use to tell you how good he is, but there is nof enough
sghadow in Dax AxTHONY'S soul to hide one sinister thought.
[Applause.] If DAx ANTHONY were a Democrat, I would vote
for him for I'resident., [Laughter and applause,]

Then there is my friend Starrorp—Dbless his heart. STAFFORD
has gone in and out. Going out of Congress is a new and
strange experience to me, but it is not new to you, STAFFORD,
[Langhter.] Srarrorp has the capacity of coming back. [Ap-
planse.] He has demonstrated that repeatedly. No man ever
served on a committee who was more faithful or who labored
nmore zealonsly or more earnestly than my friend STAFFORD,
[Applause.] He is not afraid of work. He is not afraid of
opposition. He is not afraid of defeat, because he has demon-
gtrated that in the House repeatedly as well as back In his
district. [Applause.] That is the kind of man it takes to make
goml,

Much as I would love to talk about all these other folks here,
I have got to tell you something about Jor Byrns, hecause JoE
Byexs is the only man I ever was jealous of in this House.
He is the only man that stood between me and the chairman-
ship of the Committee on Appropriations if the Democrats had
got the House. 1 want to tell yon how Jor got that. DMissis-
sippi did not have a member of the Ways and Means Committee.
Tennessee did, There are several of us who came in at the
same time and went on the committee together. Cordell Hull
was on the Ways and Means Committee, and he put JoE Byrxs
ahead of me. That is what happened. They tell me it was
decided by drawing straws. But Joe had Cordell to fix the
straws. [Laughter.] If I had had a member of the committee,
it might have been different, I want Jor Byrxs's district to
keep him in Congress until he is chairman of the Committee on
Appropriations, because, Mr. MappeN, I believe that JoE Byrys
will make a great chairman of that committee,

Mr, MADDEN. He certainly would,

My, SISSON. Because he has not only had training under
a good many good Members, but T want to say that he has had
a magnificent example in you, Mr. MappEN. [Applause.]

Mr, MADDEN. I want to say to the gentleman that no one
has a higher appreciation of his services or yours, and I think
he would make not only a good ¢hairman of the Appropriations
Committee but a good President of the United States. [Ap-
planse.]

Mr. SISSON. Now,'Mr. Byrxs, you see how you stand and
how high I have had you promoted, and yvou must walk circum-
spectly, uprightly, and with dignity henceforth. |[Launghter.]
Gentlemen of the House, T am not going to weary you much
longer, ‘here are men, however, in the House I must men-
tion. I have been here with them so long. T do not believe
there is 4 man in the House who has more real good friends
than has Fryis Gargerr, all of whom appreciate his honesty. in-
tegrity, and ability. [Applause.] I do not know just what to
say about him, except to say that he is not only honest hut he is
courageous. He is willing, when his convietions stand in the
way, to take his political life in his hands and follow his
convictions. [Applause.] T think Finis GArRrerT i8S one man
I know that hag absolutely voted his convietions on every
measure. [Applanse ]

I must not close without referring to one of the most dis-
tinguished and able Members of the House, who is absent on
account of illness but one who i8 always in the minds and
hearts of all of the Members of the House, our distinguished
Democratic leader, Cravpe KrreHin. [Applause.] We all
rejoice that the news is so good, and we all hope in a few
days to see his stromg face again. The country needs his
gtrong right arm in its defense against its enemies. In con-
clusion, permit me to say of the delegation from my own State
that each Member is my friemd, and I love them all. They are
all a fine and able body of Democrats, each having close to
his heart not only the interests of his State but that of the whole
people. God bless my Mississippi colleagues. 1 love you all
[Applause.]

rentlemen of the House, I hope you will pardon me for this
expression of my regard for the House. So far as the finan-
cial end of the matter is concerned, I have no regret in leaving,
I do, however, have great regret in severing the ties of friend-
ship that now exist between myself and this body of magnificent
and good men, the closest in the world. Those of you who feel
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this sincere friendship and who have served here 14 years,
when the time comes to sever these relations it is going to he
hard.,. That is why men love to liang around Washington after
defeat, because they do not like to leave these Halls and leave
the Members they love so well. So, my brethren, I want to take
advantage of this opportunity to say that I love every oue of
you, because you are worthy of being loved. I respect every
one of you, becanse you are worthy of respect, and I hope that
the standard of the House of Representatives will always he
as high as it is now; that whatever may be the mistakes made
the country is not going to suffer as long as it has men of this
type and men of this character looking after the interests of
the Government of the United Siates here in this House. You
have the Ark of the Covenant of our liberties—the Constitu-
tion. Keep it safe. Guard it with your lives, When you do,
our American liberty will always be safe. I thank you. my
friends, for yvour attention, and again beg pardon for taking
up so much of your time. [Applause. Members rising.]

Mr, ANTHONY. Mr. Chairman, I yleld 10 minutes to the
lady from Illinois [Mrs. Huck].

UNIVERSAL PEACE AMONG THE NATIONS OF THE WORLD.

Mrs. HUCK. Mr. Chairman, representing as I do a State
which is also represented by 26 Congressmen of unusual ability,
I feel that it is my privilege to bring here and present as nearly
as possible the woman's point of view in regard to legislation.
If what I have to say seems to he too conservative in some
parts and in other parts a bit radical, T will ask you to be
tolerant of my ideas until you understand them not as con-
servatism or as radicalism, but as something approaching as
near as possible the woman’s point of view, a point of view that
gradually is becoming as important a factor in our Government
as the viewpoint of the farmer or the banker, And when I have
put my ideas before you I hope you will compliment them with
the same serutiny and unbiased consideration that you give to
the views of any Member,

I do not mean by this to put women in a class as distinet
from others. We are fully aware of our oneness with the people
as a whole—in fact, I believe that it is through our understand-
ing of this oneness with all elasses that it will be the women
who will bring with dignity the much-needed harmony between
men and most especially between their governments, .

Women often take different mental routes from men, but
arrive at their legislative conclusion a large majority of the
times. There is one difference, however, that must be consid-
ered—we, as wonmen, differ with men as to what we believe to be
the more important fssues before our country—and as we have
often come to the man’s conclusion in regard to what he believes
to be the important issues, so I believe there are many men who
will ook upon the woman’s conclusions in regard to her inter-
ests as fair and logical.

We are irrevocably opposed to war and never intend to rest
until universal peace is forever established among the nations
of the world. We are anxious for a more general equality be-
tween men and women; that marriage shall not take away the
woman's right to choose her own citizenship; that married
women shall not be discriminated against in the economic
world ; and that the mother shall have in all States an equal
right with the father in the care, custody, and control of the
child. It is the woman who is doing the best work in connec-
tion with the child-labor amendment and other welfare work.
We want a universal marrviage and divoree law of the right
sort. We want more dignity and refinement in our local govern-
ments. This last, however, is more a matter of education than
legislation. but it is the woman's desire. These are important
to the women, and although we recognize the importance and
the ahsolute necessgity of appropriation and tariff bills we feel
that these other issues are equally important and should not be
put off year after year.

I will not go further into these subjects at this time, for it is
my desire to speak more especially of but one phase of the
woman's interest—that is, world peace. World harmony is a
subject of such magnitude that T shall not even attempt to
enumerate the many angles from which this most important
goal must be approached. I am here to speak of but one of
these angles—not that I believe this to be the most Important
angle from which to approach universal peace, or that an ap-
proach from this angle will insure world peace, but because to
me it is the most logical preliminary step to take.

At the beginning of the nineteenth century there were only
two Hepublies in the world—the United States and Switzerland.
They represented less than 2 per cent of the people in the
world amd oceupied about 2 per cent of the land. Their system
of governmental activities was so beneficent and heartening to
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the subjects of the monarchial form of government that the
spread of demoecracy has been astonishing and is recognized as
the greatest of all events in history tending toward human bet-
terment and the amelioration of the condition of the people.

To-day, after the lapse of less than a century and a quarter,
80 per cent of the people of the world—if we consider the
British Empire as a democracy, which it is in fact but not in
theory—are self-governing. Even China, “ the sleeping child of
the Orient,” quite recently threw off the yoke of the empire
and now belongs to the sisterhood of Republies. It is alto-
gether evident that in a country where the people control their
government there is no opportunity for a war to originate. To
support: this statement it is only necessary to refer to the fact
that there is no instance since the formation of our Republie
where a republic has provoked a war or coveted the la.nds of
another people,

The centralization of power in the hands of one man, or a
small group of men, has been the proximate cause of many,
perhaps all, of the wars of recent history. This is well illus-
trated by the fact that if Germany had been a republic instead
of under the autocratic rule of the kaiser there would have
been no World War, and the white race now would not be
stricken morally, mentally, and financially in a way that it
will take a century for normal conditions again to prevail.

All people agree that wars result in useless waste of life and
treasure;, and that the killing of men and the destruction of
property is bound to be visited by Divine displeasure. There-
fore I have introduced a resolution authorizing and directing
the President to inform nations of the world that the United
States will delegate to its people the sole and exclusive control
over war with any nation or nations which delegates a like
power to its people.

It may not be amiss in passing to remark that if such an
agreement had been in existence between France and Germany
both the German and French people would have voted against
War.

I think it is safe to say that the majority of the people, espe-
cially among the self-governing countries, believe that the most
vital of all things to them is the guestion of war, and that this
sghould be decided by them and by them alone, but many are
reluctant for the United States to take such an unprecedented
step and thereby perhaps put itself at a great disadvantage in
the time of a crisis, unless other nations agree to suffer a like
disadvantage. This objection is met in the resolution; it is not
to be effective except with nations that adopt the same policy.

I have carefully provided against a vote in any nation by an
extremely limited electorate by allowing that nation, I think,
very fairly, to select the election laws of any State in the Union
fixing the qualifications of the electors and the manner of con-
ducting the election.

The provision requiring the certification of the vote within
(0 days is to prevent any willful delay on the part of any nation
in announcing the result, and the prohibition against any hos-
tile act within a year after an afiirmative vote is for the pur-
pose of giving the nations which believe that they have suffered
some wrong from another a *cooling time” as provided in
many of our treaties with foreign countries, and further for
the purpose of preventing preparations for war during the time
the election is being held. There is very little, if any, difference
between a war between two nations and a street fight between
two men; in both instances the parties Iose their heads and a
war or fight results. If time were allowed for them to cool
off, it is likely the fight or war wonld not occur. At least, in
my estimation, a provision of this kind is worthy of a place in
any resolution which has world peace as its goal.

War between this country and another republic is impossible
at this stage of our civilization, and in drafting this resolution
1 seriously had considered the advisability of emphasizing that
point by notifying only the monarchies of this offer and con-
centrating our efforts in their direction; but because republics
by virtue of their governmental experience will be quicker to
understand and take advantage of such an offer and because
the concurrence of any great nation with us in this matter will
encourage other nations to take the step, I have included all
nations with a population great cnough to warrant a constitu-
tional change on our part in order to live up to our agreement
with them.

If time wonld permit, I would bring out the facts which sub-
stantiate my belief that now is the psychological time to press
this matter of a war referendum, and that we, in view of our
financial and moral position, are the psychologlml leaders in
this movement for world betterment.

If it is my honor to be returned to Washington this spring to
represent the second congressional district of Illinois, I will

take up this resolution in the next Congress, and continue my
fight for this war referendum from the floor of this House.
[Applause.]

Mr. ANTHONY. Mr. Chairman, it is my understanding the
gentleman from Mississippi will use some of his time.

Mr. QUIN. Mr, Chairman, I yield 10 minutes to the gentle-
man from North Carolina [Mr. Povl.

Mr. POU. Mr. Chairman, the Members of this House are
accustomed to receive so many knocks that it gives me pleasure

‘to say that in a service of 22 years I have not known a more

faithful Member of this body than the gentleman from Missis-
gippi [Mr. Si1ssox], who will not be a Member of the next Con-
gress. He has been so faithful and so industrious that I think
it can be sald without undue praise that his retirement from
this body is a national loss. [Applause.]

Now, Mr, Chairman, I arose to submit some remarks about a
gmtter that has been discussed on a former occasion on this

oor.

The presence of the British mission in ‘this country at this
time is assurance that Great Britain intends to pay the $4,200,-
000,000 and interest whigh Great Britain owes to the United
States for money advanced during the great World War. The
history of Great Britain proves that she is jealous of her repu-
tation in respect to the payment of her obligations. The peo-
ple of this Nation may now feel reasonably sure that this great
debt of the British people to America will in course of time be-
paid in full. For my part, I would favor giving to the Britlsh

people very liberal terms \with one condition—that no part“of
the prineipal of the debt be canceled. I would favor giving to
the American commissioners now engaged in negotiations with
the British commissioners power to distribute the debt over a
long period of years and to agree to a very low rate of interest.
I would go as far as I reasonably could to satisfy the conditions
of the British commissioners, reserving always the condition
that no part of the debt should be canceled. Under this ar-
rangement the people of America and the people of the world
would feel reasonably sure that the British debt had been ad-
justed; that in course of time America would get every dollar
%é the money advanced to Great Britain during the World

ar,

I rose to-day for the purpose of making a suggestion ta the
majority side of this Chamber. You profess great love for the
ex-service men. On Armistice Day you deliver patriotic speeches,
praise the ex-service men to the skies, shed tears over the mis-
fortunes of the wounded, and deliver eulogies aover the dead. 1t
seems to me the arrangement which is now in process of con-
summation removes the only obstacle which President Harding
suggested to the payment of adjusted compensation to the World
War veterans. President Harding declaYed himself in favor,
in principle, of the adjusted compensation bill, but declared that
the insuperable obstacle in the way of the measure was the fail-
ure of Congress to provide means for raising the money. With
more than four billions of British bonds, every one of them
worté?i. eventually par, this obstacle ought to be considered re-
mov:

The bonds would probably bring a fair price upon the market
even if not indorsed by America. Certainly they would bring
100 cents on the dollar if Amerlca should indorse the more tlian
four billions of bonds or any part of the four billlons, It may
be difficult to work out, but I confess I can not see where the
difficulty lies in an arrangement whereby America would in-
dorse enough of the British bonds to provide for the payment
of adjusted compensation to the World War veterans. I have
had my doubts at times whether some on the majority side of
this Chamber were really enthusiastic about this question. Per-
haps I have had the wrong impression. If I have had the
wrong impression, there are others, many of them, who feel
just as I do. However this may be, the presence of the British
commissioners here and the determination of Great Britain to
pay this debt gives to the Republican Party, now in control,
opportunity to prove your faith by your works, You can re-
move the discrimination in respect to the treatment of our
World War veterans as compared to the treatment that the
World War veterans of other nations have received since the
armistice was agreed to. Great DBritain has done more for her
World War veterans than we have done; Canada has given to
every World War veteran approximately $600; New Zealand,
Australia, have done more than we have. Hven France has
done what we have not done, Italy in her poverty has dealt
more generously with her ex-service men. I wonder if we, the
richest nation of all, are willing that this situation shall con-
tinue. Other nations have perhaps taken part of the very
money we loaned them to satisfy their ex-service men. America
alone of all the nations associated against the Central Powers
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has done nothing for her ex-service men. Of course, T do not
refer to the wounded. During the last Congress each of the
Members of this body received a letter from one of our col-
leagues which told a tragic tale. We received a circular letter
from one of our colleagues from the State_ of New York in
which he declared that the necessities of the ex-service men for
the coming winter were so great they would be glad, many of
them, to receive our cast-off clothing, v

I think he represented an organization known as the “ Lest
We Forget” organization. This colleague of ours invited us,
in fact he urged us, to send all of our cast-off clothing to a
certain address in this city, assuring us there were many ex-
service men—men who saved the civilization of the world—
who would be glad to wear our old clothes.

In the newspapers of yesterday I read an account of the arrest
of an ex-seryice man who had received many decorations who,
In his dire necessity, had taken an old secondhand overcoat.
Of course, he was discharged, as he should have been, after
he explained the circumstances in which he found himself
placed. More than that, this man to whom I refer was one of
the many shell-shock victims, Now, gentlemen of the majority
side, I am perfectly serious. I would scorn to play politics
about a question which is near to my heart and which I con-
sider most sacred. I stand here ready to help you pass the
mensure I have suggested before the 4th of March next, I
would not introduce such a measure myself, because I know it
would stand no chance of becoming a law. I would not wish

. t0" see any Democrat introduce such a measure. I do suggest
that my young Republican friend from South Dakota, Royarn
Jounson, who walked out of this Chamber to enlist as a
private, and returned as a captain, wounded almost to the death,
as well as other ex-service men on both sides of this Chamber,
take charge of this matter and press it to final passage before
the gavel falls on the 4th of March. I am a member of the
Rules Committee, I promise you my vote as a member of that
committee. 1 think I am safe in saying that every Demo-
cratic member of the Rules Committee feels about this matter
just as I do. I will go further and say that I believe almost
the solid minority on the Democratic side of the Chamber
wonld enthusiastically support such a measure even if intro-
duced by a Republican. You may have the glory, if that is
what you are striving for, but let us not permit the 4th of
March to come without removing this discrimination under
which the American ex-service men live. Let us quit talking
about how much we love them and how ready we are to shed
tears while their Representatives on this floor are willing to
beg for old clothing in order to keep warm during the rigors
of the winter the young men who saved the civilization of the
world from destruction.

Mr, ANTHONY, Mr. Chairman, I yield 15 minufes to the
gentleman from Iowa [Mr. HuLt].

Mr. HULL. Mr, Chairman, this bill—the Army appropria-
tions—together with the naval bill, appropriates over $600,-
000,000 for national defense. Of this amount over $100,000,000
will undoubtedly be paid to private industries engaged in the
manufacture of munitions of war. In other words, we are
appropriating in these two national defense bills over $100,-
000,000 that will go to foster industries that promote war,

I appreciate the fact that it is impractical to cut out all
military expenditures, or perhaps even to reduce them to any
grent extent, Bit certainly it is the duty of Congress to
examine these estimates of expenditure with the most serupu-
lous care and endeavor to effect savings which will in no way
impair real preparedness or curtail the effectiveness of our
Military Establishment. To evidence that money paid to private
industries is worse than wasted, permit me to quote a commis-
sion reporting to the League of Nations:

Bix objections to the untrammeled private manufacture of the means
of waging war were listed in a commission report to the League of
Nations, September 15, 1921. They are weighty. Think about them,

1. That armament firms have been active in fomenting war scares
and in persuading their own countries to adopt warlike policies and
to increase their armaments.

2, That armament firme have attempted to bribe Government offi-
clals, both at home and abroad.

3. That armament firms have disseminated false reports concerning
the military and naval programs of wvarlous countries, in order to
stimulate armament expenditure,

4. That armament firms have sought to influence public opinion
through the control of newspapers in their own and foreign countries,

5. That armament firms have organized international armament
rings through which the armament race has been accentuated by playing
off one country against apother,

6. That armament firms have organized international armament trusts
which have increased the price of armaments sold to governments.

The avarice of private industries engaged in the manufac-
ture of war munitions does not permit a willing relingnish-
ment of the huge profits derived from such manufacture. If
one was permitted to prepare this country in a scientific, in-

dustrial way, T am sure that it could be better prepared with an
expenditure of $300,000,000 than it will be with the expenditure
of $£600,000,000, as provided for In these two bills. As long
as private industries are permitted to dictate the policies of the
ordnance departments of the Army and Navy there will be no
real preparedness. It is four years since the close of. the World
War, and it is time the people of this country applied the-les-
sons of that war. One great lesson taught the American
people at that time was that subsidized private industries were
not prepared to furnish supplies to the Army and the Navy.
The money we gave them was worse than wasted, They led us
to believe that we were prepared, but when the time came we
had practically nothing to fight the war with. We had given
the Ordnance Department untold millions ; they had the greatest
facilities in the world, and they had taken our money and
given it to private industries. Private industries had nothing
on hand. We fought the war with borrowed material and paid
billions of dollars for materials that were never used. Scien-
tific industrial preparedness consists in having everything used
in warfare made and perfected in small quantities, sufficient to
demonstrate usefulness. After perfection the tools, jigs, and
dies necessary to produce the article in large quantities should
be made and kept constantly available. Plans for their alloca-
tion throughout the country should be ready always, so as to
permit immediate guantity production should the need arise.
With a system like this it would not be necessary to be con-
stantly buying large quantities of articles that become obsoleta
within a very short time.

Mr. WILLIAMSON,
yield? y

Mr. HULL. Yes.

Mr. WILLIAMSON. Has this country at the present time
machinery and equipment with which to manufacture its own
munitions? b

Mr. HULL. It certainly has at the present time, publicly
owned. There is not any question about it, and it has had for
the last 20 years facilities to make everything we need in war,
E.I}ge make them better and cheaper than we can get them other-
wise.

Mr. WILLIAMSON. And how much of a saving does the gen-
tleman think we would make annually if we manufactured our
own munitions?

Mr, HULL. I estimate that if yon would adopt a scientifie,
efficient system of manufacturing not only the munitions of
war but also all the supplies that the Government needs, you
would have at least $100,000,000 every year; but that is not the
most important part of the program. The important thing that
I have in mind is that if you would adopt this kind of system
you would be ready for war, and that is something that you are
not when you adopt the idea of subsidizing private industries,
You are never ready.

Mr. McKENZIE. Mr, Chairman, will the gentleman yield?

Mr, HULL, Yes.

Mr, McKENZIE, I have not paid as close attention to what
the gentleman has said as perhaps I should, and I do not know
whether he has mentioned the subject or not; but it is true,
however, that Congress for a number of years made appropria-
tions suggested by the gentleman from Connecticut [Mr, Tiv-
soN] to enable the Ordnance Department to secure jigs, dies,
and master gauges, to be placed in the hands of the independent,
private manufacturers, so that in case of war they could im-
mediately begin to produce. Is it not a fact that up until the
time of the war they had not spent any of that money, and it is
not the private manufacturers' fault in that respect? That was
due to the negligence of the Ordnance Department up to that
time. Is not that true? =

Mr. HULL. The gentleman is absolutely right. They were
depending, however, on private industries to furnish these jigs
and tools, and when the time came they found they did not
have anything on hand, There is the entire trouble. We gave
them $5,000,000 to manufacture rifles, and they have two of the
greatest factories in the world manufacturing the best rifles in
the world, one at Springfield, Mass.,, and the other at Rock
Island, and they took that money and bought pistols with it,
and our boys fought with an inferior rifle.

Mr. McKENZIE, Mr. Chairman, will the gentleman yield?

Mr. HULL., Yes.

Mr, McKENZIE. Is it nota fact that, according to the testi-
mony before the Committ®e on Military Affairs, we do now have
the jigs, the dies, and master gauges stored away, held for a
future time, to be handed over to private manufacturers in case

Mr. Chalrman, will the gentleman

of necessity?
Mr, HULL. In some cases that is true, but in other cases it
is not true. It is not the fault of Congress, because Congress

has time after time indicated what it wanted done with the
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money given to the Ordnance Department, It is due to the ad-
minigtration of the law by the Ordnance Department, both of
the Army and of the Navy, and the Army is more guilty than
the Navy.

Mr. GARNER. Mr, Chairman, will the gentleman yield?

Mr, HULL. Yes. -

Mr. GARNER. Do I understand that the gentleman from
Towa [Mr, Hurr], as well as the gentleman from Illinois [Mr.
McKenzie], are in perfect accord, that the War Department has
been guilty of neglect?

Mr. McKENZIE, I do not know that I get the gentleman's
question.

Mr. GARNER. I understood the gentleman from Illinols a
moment ago to ask the gentleman from Iowa if it was not the
fault of the Ordnance Department and if it had not been neg-
ligent. I merely ask the gentlemen if they are both in accord
that the War Department has been negligent?

Mr. McKENZIE. I will state to the gentleman that for the
past two years the War Department has been very active in
looking after these things, but that prior to that time there was
some negleect.

Ar. GARNER. I thought the gentleman would want to
modify his statement. I know that when the balance of the
House contend that the War Department does not function
as it should, the gentleman from Illinois is the first one to
rush in here to the defense of the action of the War Depart-
ment, and I did not think that he would want the record to
indicate that he had charged the War Department with being
guilty of neglect.

Mr. HULL. I do not know that I can answer for the gen-
tleman from Illinois, but I myself have voiced the idea that
the Ordnance Department of the Army has failed, utterly failed
for the last 10 or 15 years, to prepare this country for war.
Congress was not to blame.

We gave them the money. We told them how to do it as
. plainly as we could. If was the administration of the law
by the Ordnance Department that was at fault

Mr. WILLIAMSON. Will the gentleman yield?

Mr, HULL. I will

Mr. WILLIAMSON. Do I understand the gentleman to say
that he is in favor of having the Government furnish the
necessary jigs, dies, and other tools to private individuals and
still rely upon them to furnish munitions in time of need?

Mr. HULL. No; not peace times, but to make them so that
they can go out and commandeer private industry in war time
and produce them within 30 days. It is easily worked out if
they will go to work at the present time or in peace time.
There is no use in trying to stop profiteering In war time
when you can not stop it in peace time, and in these two bills
you are not trying to stop it. Why, I had a provision in
the Army bill—and I would like to have the attention of
the chairman of the committee—for the last five years, a
provision directing the Army, the Ordnance Department,
the Quartermaster Department, that when they wanted an
article and they could manufacture it cheaper than they
could buy it that they should manufacture it, but I find in
this bill you have stricken out that provision. I do not know
why. Perhaps the chairman could tell us. Is there any
reason why that provision was left out of the bill?

Mr. ANTHONY. The committee thought they had a very
good reason for leaving it out. They thought the necessity
for it had passed at this time.

Mr. HULL. But you left in another part of the bill a
provision by which the Ordnance Department can go out and
pay 25 per cent more than It cost to manufacture an article.

I feel It is high time to endeavor to check this menace of
future wars. Last session I introduced a bill, H, R. 10067,
which would go far toward doing so, besides saving the tax-
payers of this country at least $100,000,000 a year, while also
improving our general preparedness. This measure is designed
to improve the efficlency of our arsenals and navy yards.

It is not generally recognized what an important and ad-
mirable series of manufacturing plants the Government pos-
sesses in its 13 naval and 11 Army establishments. The people's
investment in these industrial facilities is conservatively esti-
mated at $£350,000,000. They are equipped with the most
modern type of a great variety of machinery and tools, such as
are contained in the best manufacturing plants which alm to
turn out a large list of products. Their routine work for
Army and Navy requirements covers many lines of basic manu-
facture, such as steel produetion, foundry operation, machine
production, wood-products manufacture, clothing production,
paint and varnish produetion, and so forth. The articles which
these plants turn out include not merely the ordinary muni-
tions of war, such as guns, ammunition, explosives, and battle-

ships, but hundreds of items useful ag well in elvilian and
peaceful pursuits, such as ships and boats of all kinds, engines,
locomotives, autotrucks, lighthouse equipment, electrical equip-
ment, chemicals, optical instruments, clothing, and so forth.
Thelr systems of work embody the highest practice of engineer-
ing standards. Their personnel consists of at least 40,000 me-
chanies, many of them among the most highly skilled in the
country, all American citizens, all competitively chosen and
employed under the civil-service regulations,

It is unfortunate that we must still be in a condltion to meet
the sudden menace of war; but, admitting this necessity, every
citizen has a right to be proud of the extent and the high
Industrial character of the Government plants maintained as
the basis of preparedmess. That pride would be without a
regret or a flaw if plants of this character eould be used to
manufacture not instruments of destruction but -articles con-
tributing solely to the natiomal peace and prosperity.

The world-wide desire for disarmament has already made
progress, and we all hope that it will make much more progress
in the future and that it may eventually render establishments
to manufacture implements of warfare enfirely unnecessary.
Unfortunately, however, that ultimate goal stfll seems a long
way from realization. We have started to scrap ships: we
have reduced active forces; we are not building at an acceler-
ated rate. All this achievement is to be commended. But
we have not yet reached the stage where it 1s safe to scrap
the means for making ships and munitions of war. That stage
will be the last one on the long read to final disarmament,
We must keep our plants; we must maintain our arsenals and
navy yards in such a eondition that in an emergency they may
tarn full production into military requirements. The plants,
the equipment, the trained personmel must be maintained simply
fs a measure of military insuranee, whether they are busy or
whether they are idle. There is no serious proposal at present
to do away with them, or even to make any great reduction in
their capacity.

We have then a sitwation in which a vast and well-equipped
plant ecapacity must be maintained, though for the time being
there is little or no demand for the product which it was con-
strueled to produce. The overhead involved in maintenance
goes on just the same, and is paid by the taxpayers, even if a
Iarge part of the capacity isidle. It costs the taxpayers several
million dollars a year to maintain these establishments, even if
not a wheel turns in one of them.

Where can we find the orders with which to keep the ar-
senals and navy yards busy? Not in the channels of private
trade. But there are many supplies currently needed by the
various Government deparfments and ageneles, including the
War and Navy Departments themselves, which could be made
in these governmental establishments, but are now bought from
private contractors. This placing of private orders goes on
while the Government plants are operating at a very much
reduced pace. Now, If anyone should argue that a busipess
man ought to allow an expensive plant to remain idle, without
making efforts to keep it busy, it would be absurd enough.
But if in addition the plea should be made that while doing
this he should send orders to outside contractors for produets
which his idle plant could make, the answer is that only a
madman would do se, Yet that is the kind of business nian
Uncle Sam now seems to be. So ridiculous is a polley of this
sort that it is necessary to examine the situation more in de-
tail to see if the Government of the United States really can
be guilty of this folly without some good reason that does not
appear on the surface.

A very careful and full engineering survey by O. 8. Beyer,
Jr, a competent consulting engineer, has been made of the
capacities of the Government plants and of the civilian re-
quiremients of the Government departments which might be
manufactured there. It is notewerthy that this survey has not
been controverted in any Important point by the opponents of
the bill. It establishes the fact of the adequacy of the equip-
ment of arsenals and navy yards to manufacture a very wide
range of supplies ordered by Government departments.

Besides additional material for the War and Navy Depart-
ments themselves, the orders of other governmental agencies
which might be executed in arsenals and navy yards include a
long list of articles, such as trucks, knives, shears, canceling
machines, carriers’ satchels, letter boxes, lefter-box posts, and
so forth, for the Post Office Department; air compressors, au-
tomohiles, boats, ears, carts, concrete mixers, excavators,
graders, locomotives, motor cycles, plows, pumps, derricks,
dredges, electric motors, engines, scrapers, wagons, and so forth,
for the Interior Department; lightships, paint, and so forth, for
the Department of Commerce; instruments, chemicals, fire-
fighting supplies, road-building equipment, motor trucks, and
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so forth, for the Department of Agriculture; coin machinery,
dies, tools, steel safes, revenue cutters, and so forth, for the
Treasury Department; ship repair and reconditioning work for
the Shipping Board; a wide variety of miscellaneous supplies
for the District of Columbia; hospital and other supplies for
the Veterans' Bureau; equipment for the Government Printing
Office; equipment and supplies for varlous special projeets,
such as canals, irrigation and reclamation projects. The esti-
mated expenditure for 1923 on such products is $300,000,000.
This total includes only those items which the arsenals and
navy yards are well equipped to produce, and still leaves a vast
sum for outside purchases.

Now, with 40,000 employees the arsenals and navy yards
turned out in 1921 about $112,000,000 worth of orders. They
had 102,000 employees in 1918, at the peak of production, or
two and a half times as many as in 1921. Therefore, they could
turn out at 1921 prices and with a full complement of men
abont twice and a half as much as they did turn out in 1921, or
nbout $275,000,000 worth of work. Their actual production in
1919 amounted to about $210,000,000. There is therefore no
doubt that the plants have the capacity to handle the greater
part of the work enumerated above.

All this time there has been, I have no doubt, a question in
the minds of my hearers on the cost of these products if made
in Government plants compared with the cost in private plants.
It is the habit of those with a stake in private ownership and
operation to charge that governmental operation is wasteful
and expensive. Even though the Government saved on overhead
by keeping its plants busy, might it not lose through higher cost
of produetion?

Let me silence this guestion at onece by saying that it is not
proposed in this bill to give any work to Government plants
whieh could be done cheaper outside. The bill provides merely
for competitive estimates, the job to be awarded to the Govern-
ment if its estimate be the lowest. Surely there could be no
better recognized or more businesslike practice than this.

An investigation of the plants themselves and of the work
already secured by them through competitive bids shows that
interested propaganda is mistaken in this case at least if it
charges that governmental manufacture is less efficient and
more costly than private manufacture. A survey of waste in
industry, condueted by a commiftee of the Federated Engineer-
ing Societies, under the chairmanship of Secretary Hoover,
made an evaluation of efficiency in private metal plants and
found them on the basis of the standard set up 715 per cent
efficient. Exactly the same standard was applied to the arsenals
in the survey condueted by Mr. Beyer and they were found to
rank as 81.3 per cent efficient. The navy yards were 848 per
cent efficient, Thus, according to engineering standards, the
Government plants are superior to private plants.

The proof of the efficiency is in the cost. The fotal prices on
arsenal jobs of which competing private bids are known for the
two years ended in May, 1921, was $407,097.05. The nearest
competing prices submitted for the same jobs by private plants
was $540,890.05. Thus a saving of $133,203 was eflected on
these jobs by governmental production, a saving of about one-
third. Surely this evidence is substantial enough to convince
anyone.

The actual costs were in many cases considerably below even
the estimates given by the Government plants. A record of
orders received through the arsenal orders section during the
first eight months of its eareer shows that in 12 jobs the esti-
mate exceeded the cost and that in only two the cost exeeeded
the estimate, the net saving under the estimate on these jobs
being a very large percentage of the total charges made, Thus,
even if the Government plants had been in business for profit,
they would have made a substantial profit on the low estimates
which they submitted in competition with private bidders.

So obvious are the savings to be made by awarding Govern-
ment work to Government plants through competition that the
former Director of the Bureau of the Budget, Charles G. Dawes,
ordered gn November 9, 1921, that the War Department should
be given an opportunity to bid on all supplies needed by other
departments. (Circular No. 46.)

The case is so plain and the order of Director Dawes is so
explicit that the guestion naturally arises why any legislation is
needed, especially since the arsenal orders section was created
with the express purpose of building up this type of production.
Congress itself has recognized the principle of doing as much
Government work as possible in Government plants by clauses
in appropriation bills. This bill introduces no new principle,
no startling innovation. It merely aims to further a well-
founded and authorized policy by removing certain obstructions,
which seem trifling in the Ilaw, but which offer considerable
resistance in practice.

There is, in the first place, the Inertia and conservatism of
bureaucratic officials, a characteristic with which Congress is
only too familiar, The passage of this bill will be in great
measure and educative process, an unmistakable expression of
the will of the people, which will help to wear down such purely
obstructive measures as prevented the arsenal orders section
from realizing its full opportunities. Such measures are exemn-
plified by the statement of the Chief of Ordnance in his annual
report that “estimates are submitted on such articles as ecan
be economically produced with available equipment, which is
not altered or rearranged in any way which would interfere
with its Immediate use for military purposes.”” The possi-
bility for “immediate " use in military manufacture is one that
doubtless appeals to the trained Army bureauerat, but it is
carrying techmical preparedness a bit too far. After all, we
shall not find ourselves in a situation where the arsenals must
be turned into full military preduction without more than a 24-
hour warning. Even if we should, it would be a far greater
handicap to find our efficient working force dissipated through
lack of work than to have a few machines in a condition requir-
ing a few days' or even weeks' rearrangement in order to pro-
duce munitions.

Another obstacle is directly traceable to lack of legislation.
In our system of making appropriations we make no provision
for meeting first costs necessary to enable arsenals and navy
yards to enter upon new lines of manufacture. These first
costs are not large in most instances; they consist of jigs, tools,
and so forth; but if charged up to the first lot of goods manu-
factured, they might raise the estimate to a prohibitive figure,
even though more than a compensating saving might be made
on future orders. There is some doubt as well whether the
department placing the order would have the legal right to
devote any part of its appropriation to meeting this initial
investment.

The arsenals and navy yards themselves can mot build up
any fund under existing law to meet such eontingencies, for
if they make a profit on any given job it must be immediately
covered into fhe Treasury Department. The lack of what
would correspond to a profit and loss fund in a private estab-
lishment also raises other difficulties. The Government plants
can not make “firm bids,” because if the work should cost
more than the estimate they would have no reserve with which
to meet the loss. They can not secure options on materials
necessary for manufacturing goods on bids which have not
yet been awarded and thus take advantage of the primary
markets.

Another difficulty is the frequent limitation of appropriations
to the end of the fiscal year, which forees work out of Govern-
ment plants when it is only partly finished because the availa-
bility of the appropriation ceases in the middle of the job.

It will be seen and admitted by any fair-minded person that
these difficulties, obstructive as they are, have to do only with
minor technical matters and that their removal could only be
in the interest of efficiency. No opposition to their removal
could possibly be as weighty as the arguments for the main
policy, which their removal would facilitate.

The bill provides, first, that all military supplies and equip-
ment shall be manufactured in Government plants, at least in
time of peace. This at one blow removes the dangers of a
hand-fed private munitions lobby. The bill provides, second,
that the Government plants must submit estimates on all sup-
plies needed by Government agencies which they are fitted to
make, and that wherever the Government estimate is the
lowest the Government shall receive the award. This assur-
ance of competitive bids among the Government establishments
as well as between the Government on one side and private
contractors on the other is pure common sense.

The third section of the bill provides that Government
plants may retain any ' profit they may make through pro-
ducing less than the estimate, such funds to be applied to
meeting possible losses on firm bids. or in any of the various
ways shown as necessary above. The fourth section of the
bill ereates an estimating bureau to coordinate and push the
work. The last section of this bill provides that appropria-
tions applied to the purchase of goods made in Government
plants shall remain available until the job is finished, as
they do in the case of orders placed with private plants,

I do not see how there can be any sincere or valid objection
to any of the above clauses of the bill.

Section 5 of the bill makes a provision which in my opinion
is equally desirable, though it is somewhat more difficult to
understand. This provides that overhead charges necessary
for maintaining Government plants in a condition of military
preparedness, and not arising from the work done on spe-
cific Government orders, shall not be charged against those
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orders. The soundmess of this provision is established as
follows: The overhead incidental to military preparedness
must be borne by the taxpayer, whether the plants are idle
or not. If, as a result of charging this overhead to individual
jobs done for civilian Government departments the estimates
should be so high as to send work to private firms, the tax-
payers would have to pay the private overbead and profit as
well. There would be an extra burden on the taxpayers as
a result. It is, therefore, to the interest of the taxpayers
not to include this portion of the overhead in the estimates.
It should be borne in mind, however, that the savings which,
as I have shown, have been made on work actually done by
argenals and navy yards were charged on the existing basis
of overhead, not with overhead reduced in accordance with
this provision. This provision would render more savings
to the taxpayers than before.

One important result of the bill I have touched upon only
lightly. It was suggested by the organizations of labor rep-
resenting the mechanics employed in Government plants for
the sake of stabilizing their employment and keeping the
forces together. This would not only be an advantage from
the point of view of human standards, but an advantage from
the point of view of efficiency, By enlisting the active good
will and cooperation of this highly skilled and intelligent
body of men, production costs could further be reduced, and
the waste of labor turnover and the training of new men
in times of increased production could be minimized. It is
noteworthy, I think, that while almost all other classes and
factions are making appeals in their own behalf which would
put burdens on the National Treasury, labor makes an ap-
peal which would save the taxpayers at least $100,000,000 a
year.

When the bill was first introduced, I could see opposition
to this plan from only two groups: One is composed of those
constitutionally unable to favor anything mew; the other is
composed of leeches who want no interference with their
opportunity to suck juicy profits from Government extrava-
gance. After postponement of the hearings for several months
to allow the opponents of the bill to prepare their case, we
have heard flimsy opposition from people who might rudely
be classified as certain departmental bureaucrats, the attorney
of the National Association of Manufacturers, and private
contractors for the Government. Their objections fall into
twe mutually contradictory categories: First, that the bill is
not necesssary for carrying out the prescribed policy; second,
that the prescribed policy is unwise.

The bureaucrats object that one department might benefit by
gavings effected on work for another department; that the
authorities and prerogatives of certain Cabinet officials might
be interfered with; that the Government plants might be
diverted from their primary war-making purpose; that it is
desirable to place * educational” orders with private firms,
One wonders how much such orders might “educate” such
firms to an expectation of large profits from making war sup-
plies. Such trifling objections need no answer to men of plain
sense.

The representative of the Association of Manufacturers does
not furnish a valid answer to a single one of the major argu-
ments advanced in behalf of the bill. His objection he charae-
terized as “ fundamental ” in that the bill would place the Gov-
ernment in competition with its citizens, a policy which he said
was contrary to our theory of government.

I doubt very much whether the majority of the conservative
manufacturers of this country as taxpayers would oppose a
measure which would save them $100,000,000 a year on account
of any such vague, theoretical consideration, if the issue were
properly presented to them. No class is more eager for tax
reductions than the manufiacturers. None is more avid in seek-
ing special favors from the Treasury. Yet in substance their
attorney says that he wishes to keep artificial obstacles in the
path of the efficiency of Government plants, and so not to
allow them to compete for Government orders in a fair and
open field, to compete with the comparatively few plants who
would profit by governmental extravagance. I believe in prose-
cuting the profiteers of the recent war, but I think it would be
a much surer and saner plan to stop profiteering in the peace-
time needs of the War Department, and thereby better prepare
our country and make profiteering in time of war only remotely
possible, If we would stop war we should remove the great
incentive for war.

Mr, SISSON. I yield five minutes to the gentleman from
Louisiana [Mr. LazAro).

Mr. LAZARO. Mr. Chairman, I find it strange indeed that
so many who are liberal in the consideration of appropriations
for railroads, on the ground that transportation is vital to the

development and business of the country, are always stingy
when it comes to appropriating for good roads and waterways,
which are two of the big links in transportation. For instance,
when Government control of the railroads was legislated back
to private confrol these men were liberal in making provision
for their operation. A few days ago when a bill was reported
to the House by the Appropriations Committee it was dis-
covered that they had not even provided for the work on the
roads that had been contracted for and was about finished in
the different States of the Union. It was only after an aggres-
sive fight that we succeeded in getting the necessary appro-
priation fo aid the States in their good-road building program.

To-day we begin the consideration of the bill which earries
an appropriation for waterways. And what do we find. We
find that while the Appropriations Committee has gone a little -
above the estimate of the Director of the Budget—which, I
suppose, is to chloroform us—they have gone much under the
estimate of the Board of Engineers, whose main function is to
study and improve navigation. Again, those of us who be-
lieve that transportation is vital to the country and that trans-
portation means not only the building of railroads but good
roads and waterways as well will have to make a fight for an
increased appropriation for our waterways. Certainly anyone
who has given any thought to the subject of transportation
must understand that the producers of this country, and espe-
cially the farmers, can not continue to do business unless we
have better facilities for shipping and marketing and lower
freight rates. While we can do a great deal by legislation, it
should be plain to anyone who studies this problem that per-
manent relief can only come from the improvement and use of
good roads and waterways in connection with railroads. Provi-
dence has given us the most magnificent system of waterways
in the world and we have done practically nothing to develop
them.

Let me say to those who want to practice economy that there
are two kinds of economy—true and false economy. Appro-
priating money without a policy for roads and waterways Is
false economy. Appropriating money for roads and waterways
under a policy that looks to the completion of the work is true
economy. The people of this country are always liberal in
appropriating money for important projeects, and what they are
demanding of their representatives is that the money be spent
in a businesslike way, so that in the end they will get value
received for their money. In conclusion, I want to appeal to
this House to consider our system of transportation in a com-
prehensive way and to adopt a policy that will mean the im-
provement of railways, good roads, and waterways. With the
adoption of a policy of this kind the United States will finally
have adequate transportation facilities and the products from
our farms, forests, mines, and factories can move from the
places of production to where they are manufactured and back
to where they are consumed at reasonable rates.

Mr. SISSON. Mr. Chairman, I yield to the gentleman from
Alabama [Mr. JEFFERS].

Mr. JEFFERS of Alabama. Mr. Chairman, T ask unanimous
consent to extend my remarks in the Recorp by inserting in
8-point type a statement from the American Committee of the
Interallied Veterans' Federation, addressed to the President of
the United States, protesting against the proposed release from
prison of certain men who struck at our Nation in the hour of
peril. This is a statement that each Member of the House
should, I believe, have opportunity of reading.

The CHATRMAN. The gentleman from Alabama asks unani-
mous consent to extend his remarks by inserting in the Recorp
a certain statement in 8-point type. to which he has referred.
Is there objection? [After a pause.] The Chair hears none.

The statement is as follows:

The following protest against release of so-called political prisone
was presented to President Harding to-day by H. Nelson Jackson, o
Burlington, Vt., vice president of the Interallied Veterans' Federation,
and R. E. Condon, of New York, member of the National Executive
Committee of the American Legion and Executive Counecil of Inter-
allied Veterans’ Federation :

To the I’RESIDENT oF THE UNTTED STATES.

Mg, PreEsipENT: We, the American Committee of the Inter-
allied Veterans® Federation, whose membership of 15,000,000,
embracing the American Legion and the veterans of eight na-
tions, wish to protest against that sentiment which calls for the
release of so-called political prisoners.

We address ourselves to you, Mr, President, because you are
the recipient of the pleas and protestations of those people who
desire that our penitentiaries be freed of certain men who
struck at our Nation in the hour of peril. They say that these
men merely stood for the right of free speech and should not be
punished for that. But Americans who have not forgotten the
war, nor the crippled and the dead and the widows and orphuns.
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know that free speech is not the issue involved but the right
of a free people to protect themselves against treacherous at-
tacks from within, These attacks were an effort to undermine
our established form of government, which all true and loyal
Americans were unstintingly giving themselves and, if neces-
sary, their all to defend, Such actions against our Government,
whose existence has contributed so immeasurably to world
peace, was a fundamental attack on all liberty-loving people.
The forces of international radicalism and anti-Americanism
want these so-called political prisoners released, We who
fought for true democracy and real freedom want them kept
where they deserve to be—in prison.
H. NErsox JACKSON.
R. E. Coxpox.
JANUARY 12, 1923, A

MESBAGE FROM THE SENATE.

The eommittee informally Tose, and the Speaker having re-
sumed the chair, a message from the Senate, by Mr. Crockett,
one of its clerks, announced that the Senate had passed bill of
the following tifle, in which the concurrence of the House of
Representatives was reguested :

S, 4260. An act to extend the time for the construction of a
bridge over the Columbia River, between the States of Oregon
and Washington, at a point approximately 5 miles upstream
from Dalles City, Wasco County, in the State of Oregon.

The message also announced that the Senate had concorred
in the amendments of the House of Representatives to the joint
resolution (S, J. Res. 251) providing for the filling of two vacan-
cies that will occur on January 14, 1923, and March 1, 1923,
respectively, in the Board of Regents of the Smithsonian Insti-
totion, of the class other than Members of Congress. The
amendments were, on page 1, line 3, to strike out “two vacan-
cies” and insert * vacancy ”; on page 1, lines 7 and 8, to strike
out “of John B. Henderson” and insert *““that Frederick A.
Delano” ; on page 1, lines '8 and 9, to strike out “ whose term
will expire March 1, 1923,” and insert * be appointed to succeed
John B. Henderson, deceased”; and to amend the title so as
to read “ Joint resolution providing for the filling of two vacan-
cies in the Board of Regents of the Smithsonian Institution, of
the class other than Members of Congress.”

The message also announced that the Senate had insisted
upon its amendments to the bill (H. R. 18481) making appro-
priations for the Department of Agriculture for the fiscal year
ending June 30, 1924, and for other purposes, disagreed to by
the House of Representatives, had agreed to the conference
asked by the House on the disagreeing votes of the two Houses
thereon, and had appointed Mr. McNary, Mr. Joxes of Wash-
ington, Mr. LeNroor, Mr. SmiTH, and Mr, OVERMAN as the con-
ferees on the part of the Senate,

The message also announced that the Senate had passed the
following resolution and the Vice President had appolnted Mr,
Jones of New Mexico, Mr, Bursum, Mr. Lopae, Mr. UNDERWOOD,
and Mr. CurTis 'as the committee on the part of the Senate
under the second resolution:

Benate Resolution 408,

Resolved, That the Senate has heard with profound sorrow the an-
nouncement of the death of the Hon, NESTOR MONTOTA, late a Repre-
sentative from the Btate of New Mexlco.

Resolved, That a committee of six Senators be appointed by the Vice
President to joln ‘the committee appointed on the part of the House of
Representatives to attend the funeral of the deceased.

ﬁmlm That the Secretary communicate these resolutions the
House of mily
of the deceased

epresentatives and transmit a copy thereof to the
3 Resolved, That as a further mark of respect the Senate do now ad-
ourn,

The message also announced that the Senate had agreed to
the amendments of the House of Representatives to bills of the
following titles:

S.4131. An act granting the consent of Congress to the city of
Sioux City, Iowa, and to Union County, in the State of South
Dakota, to construct, maintain, and operate a bridge and ap-
proaches thereto across the Big Sioux River at a point 24 miles
north of the mouth of gald river, between section 14, township
89, range 48, Woodbury County, Jowa, and section 15, township
89, range 48, Union County, 8. Dak.; and

S.4133. An act granting the consent of Congress to the State
of North Dakota and the State of Minnesota, the county of
Pembina, N. Dak., and the county of Kittson, Minn., or any one
of them, to construct a bridge across the Red River of the North
at or near the city of Pembina, N. Dak.

WAR DEPARTMENT APPROPRIATION BILL,

The committee resumed its session.

Mr. ANTHONY. Mr. Ohairman, I yield 15 minutes to the
gentleman from Wisconsin [Mr. FrEAR].

Mr, FREAR. Mr. Chairman, I ask unanimous consent to ex-
tend my remarks in the REcoRrD.

The CHATRMAN, The gentleman from Wisconsin asks
unanimous consent to extend his remarks in the Recomn. Is
there objection? [After a pause.] The Chair hears none.

Mr. FREAR. Mr. Chairman, I shall not expect to speak at
any great length on the subject I would discuss, but shall ex-
tend in the Recorp in full what will be a fair explanation of my
position on taxation of undivided profits and an answer to the
National City Bank's January circular. At this time I desire
to say that the remarks of the gentleman from Mississippl [Mr,
S1ssoN] just offered finds a warm response in the hearts of all
Members on both sides of the aisle, He is right when he says
that this aisle does not separate friends, and he is right when
he says that Members of this House are honest in their convie-
tions. We all know that very large bodies of men and interests
are formed for the purpose of putting legislation through Con-
gress. They are not always fair with Congress or with Members
individunally. They strike hard sometimes. We sit here in an
effort to «do what is right, legisiatively, as judges. In our
committees we get the viewpoint of people on all sides who conie
before us and we ought to be well informed. I believe the
average Member is disinterested and acts so far as he can for
the public interest. I hold in my hand a little pamphlet gotten
out by the largest bank in the country possibly, the National
City Bank of New York, which contains a number of pages
answering an argument recently made by me on the floor and
using my name a dozen times, and also the names of Senators
and others. I have no personal objection to the criticisms, be-
cause they are mildly expressed, but we are obliged in our ef-
forts on the floor to answer statements if they are wrong, and
I desire to present the answer briefly. The Government to-day
owes $23,000,000,000 and more. The Government to-day is at an
expense of $3 000,000,000 and more in carrying on its annual
work. That money must be produced in some way. Congress
adopted what we supposed was the best plan imaginable when
we took the income-tax principle during the war and embodied
it into law to meet these heavy expenditures. The Secretary
of the Treasury now informs us that $10,000,000,000 we sup-
posed would be a source of profit for the Treasury in income
‘taxes, are mow wiped out through tax-free securities. Over
$2,000,000,000 in stock dividends have been just declared. That
action takes that enormouns amount of money away from per-
sonal income taxes, so the surtax, which had been depended upon
by Congress to raise this money, has been lost to the Treasury.

I desire to discuss the National City Bank position, will be
glad to do so, not only mow but in the future, Its policies, its
profits of 25 per cent last year, and the angle it pursues gener-
ally in criticizing public men who here seek to do what they
think is right for their constituents and for the public. I have
no private interest. I have no prejudice against wealth. Or-
ganized wenlth is entitled to its rights, and we all recognize
that, but when men dodge taxes, as the Secretary of the Treas-
ury go well says, by putting $10,000,000,000 in tax-free securi-
ties, that loss has got to be met somewhere. How? The gentle-
man from North Carolina [Mr. Povu] a few moments ago said
that we ought to give to the soldiers their compensation and
pay from English foreign debts to this country.

I have been in favor of that proposition from the outset, but
I have suggested another means and a remedy, because I recog-
nize the difficulties involved, and I know the opposition that
will come from any effort to collect taxes that should be col-
lected ; I have embraced within the terms of the soldiers’ com-
pensation bill, recently introduced, a proposed retroactive tax
on undistributed profits, a tax that is graduated, and also pro-
pose the reenactment of an excess-profits tax.

We have been told that the moment we put such a tax in force
the industries of the country will lose the money that is neces-
sary for their use,

Mr. Chairman, yon may read in yesterday's papers a half
page advertisement in practically all of them which asks tha
country to subseribe $50,000,000, for what? For Cuba. It is
signed by the National City Bank; by Kuhn, Loeb & Co.; and
by J. P. Morgan & Co. to send $50,000,000 to Cuba to be taken
from our industries at 54 per cent or 5.55. A tremendous
amount of money to be invested abroad as well as in this
country that our people are asked to subscribe with liberal
commissions te the banks handling the deal. The gentleman
from Towa [Mr. Greex], the man who will be chairman of the
Ways and Means Committee next session, sits before me. We
are trying to do what we can to aid Congress to reach a solu-
tion of this tax question. I am doing so in a very humble
‘capacity, I am free to confess, but I believe there is a doubt
in the mind of the average man that we should tax undistrib-
uted profits. That conviction is general, and that opiniom is
recorded by some of fhe ablest judges of the Supreme Ceourt
of the United States In their dissenting opinions on the stock-
dividend case. ’
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Every effort must be brought to bear on both sides of the
aisle next session if we are to bring about curative tax legisla-
tion, because interests that are opposed will be just as strong
in the future as they have been in the past. They will protest

- against every cure. They are looking for every weakmness in

the laws we pass—naturally so—and Congress, which is sup-
posed to be unprejudiced—and I believe Members of Congress
as a rule are unprejudiced—should bring every effort to bear
to solve this tax problem next session.

Mr. BLANTON. Mr. Chairman, will the gentleman yield?

Mr. FREAR. Yes.

Mr. BLANTON. The people largely have to depend upon the
Secretary of our Treasury Department for suggestions as to
needed legislation to prevent tax dodging. As long as we have
at the head of that institution a man who is as much interested
as any other multimillionaire in tax dodging, how may we ex-
pect any relief along that line?

Mr. FREAR. I will say to the gentleman, if he has reference
to my correspondence awhile ago about the 25 per cent penal-
ties which have not been enforced, that I am seeking to reach
that delinquent penalty in part by additional taxes on undis-
tributed profits, so that neither the Secretary nor anyone else
ean have uncertainty as to the law; we propose to collect this
tax if possible and to make it retroactive.

Mr. GREEN of Iowa. Mr. Chairman, will the gentleman
yield?

Mr. FREAR. Yes; certainly, to the committee chairman,

Mr. GREEN of Iowa. I think my friend from Texas [Mr,
BraxTon] is hardly fair, The Secretary of the Treasury has
indorsed several propositions intended to prevent tax dodging,
among which is the constitutional amendment to prevent the
issue of tax-exempt securities and other measures that will be
introduced later on.

Mr, GARNER. Mr. Chairman, will the gentleman yield? -

Mr. FREAR. Yes; 1 yield.

Mr. GARNER. What seems the strangest thing to me that
has ever come up in my legislative life is that the very men
who are dodging taxes, those referred to by the gentleman from
Iowa throughout the country, including the Secretary of the
Treasury, and also including the National City Bank and the
Exchange National Bank of New York, and all the other rich
men who are utilizing these securities that he speaks of, claim
to be in favor of this action. I do not understand it. It is not
in accordance with human nature.

Mr. FREAR. I yield to the gentleman from Iowa to answer,
if he desires, why the proposal to abolish tax-free securities
has the support of interests named.

Mr. GREEN of Iowa. I do not know why the gentleman from
Texas makes that statement. The men to whom he refers
have their money invested in active business enterprises which
have to compete with these tax-exempt securities. That is one
reason; and another reason is that almost everybody else
throughout the country is in favor of that amendment to pre-
vent the issuance of tax-exempt securities because it is founded
on the natural law of right and justice.

Mr. GARNER. If these men, including Mr. Mellon, the
Secretary of the Treasury, and these other financiers to whom
the gentleman has referred, have not all got their money in-
vested in tax-exempt securities, I would like to know who has
their money. They all seem to be anxious to be relieved from
this threat that they are saying now is made to keep them
from being taxed. I say that is not in accordance with human

nature.

Mr. FREAR. I will yield again to the gentleman from Towa
to answer that if he so desires.

Mr., GREEN of Iowa. The gentleman from Texas [Mr.
GARNER] has seemed very desirous that this threat should rot
‘be carried into effect and that these securities should not be
taxed, and a very able speech was made in favor of tax-
exempt securities by the gentleman from Pennsylvania [Mr.
GrAaHAM], While I would have hardly expected them to be in
accord, I do not impugn the motives of either.

Mr. BLANTON. Mr. Chairman, will the gentleman yield?

Mr, FREAR. Yes; to the gentleman from Texas [Mr, Brax-
TON 1.

Mr. BLANTON. I believe that no unbiased citizen of the
United States who has followed carefully the recent corre-
spondence between the distinguished gentleman from Wisconsin
[Mr, FreEAR] and the Secretary of the Treasury can escape the
conclusion that we can not- expect any adequate relief from
tax dodging in the way of recommendations from the Treasury
-Department.

Mr. FREAR. T thank the gentleman from Texas. I did not
know that my efforts had met with such approval, They did

not from the Treasury Department, although I feel confident
the penalties should have been imposed as a matter of law.
I can understand the Treasury Department may find loopholes,
if desired, in the law as it stands to-day. I believe, however,
my bill, recently introduced, can collect that tax on undistrib-
uted profits, but it will require the joint action of both sides of
the aisle constituting this Congress when the matter comes be-
fore us next sesslon, and I hope that will occur, [Applause.]

Mr, Chairman, In a December pamphlet the National City
Bank of New York, through its vice president, Mr. Roberts, en-
lightened Congress with the statement that “ wealth employed
in industry is social wealth no matter who owns it.” Pursuoant
to its announced task of educating the ple of the country on
this subject of *social wealth ” that ought not to be taxed, the
same bank in a January pamphlet just received devotes several
pages to the subject, and as chief cyclops of the big business
bloc it eriticizes Senators and Representatives by name who
fraternize with the * farm bloc.”

A great financial institution like this bank has a beautiful
theory in economics that finds hungry appetites throughout the
world should be appeased when visualizing a corpulent, full-
stomached man whose anatomy has absorbed all food within
reach. The bank, much like Mark Twain’s Colonel Sellers,
frankly wonders why the multitude is not filled with food by
simply gazing on the rotund figure of a well-fed gormand.

On December 20 a modest effort was made to set forth what
seemed to me to be the public’s viewpoint of the subject of
* social wealth,” and I desire briefly to offer additional observa-
tions to make more clear the position of the average legislator
compared with selfish interests that naturally do not want to
pay taxes.

S0CIAL WEALTH DOES NOT PAY PERSONAL DERTS,

To use the National City Bank’s December statement for a
concige text I guote from its circular sent to Congress:

Wealth employed In industry is social wealth no matter who owns
it. The soviet revolutionists of Russia had a theory that leadership
counted for nothing. * * The clamor for increased taxation of
wealth is largely by people who favor it as a means of distributing the
accumulation of wealth that exists, . The country will not
be safe from such proposals until the fundamental fallacy that runs
all through them is understood.

The *soviet” references were repeated in the January cir-
cular received with personal reflections.

A beautiful theory urged by the bank is that * social wealth ”
held by the few is owned by the public, and in response I sug-
gested on December 20 that—

The accumulation by one man in a lifetime through Standard Ofl
manipulations of wealth reaching, according to estimates, over $2,000,-
000, on an original capital of a sixpence Is thus ' soclal wealth no
matter who owns It.”

Theoretically it may be true he can not bury it or carry it
off to some other planet, and therefore it figures in the total
wealth of the country, but the average taxpayer finds little
solace in that theory. Again I ask if the millions of thin,
gaunt, hungry mortals who find life a grind and struggle, even
in this prosperous country, will be comforted and stimulated
through observing the well-rounded stomach of an overfed
gormand who believes that all food is * social food " no matter
whose stomach it fills?

The simile is lost in comparative appetites, because Rocke-
feller’s $2,000,000,000 may be hoarded away, given to charity,
or placed in business where the public will continue to con-
tribute 10, 20, or even 75 per cent per annum of *“ social
wealth,” like the New Jersey subsidiary, to the one who holds
the purse strings and the profits.

In my remarks before the House on December 20 I referred
to the Nationa] City Bank officers and their policy not by way
of criticism personally but to disclose the viewpoint of the
bank's officers when seeking to teach Congress and the coun-
try through pamphlets and other propaganda placed on our
desks why wealth shounld avoid taxes now provided by law. In
the pamphlet for January, issued by the National City Bank, a
statement from the viewpoint of the bank is entitled to consid-
eration,

The statement complains that I misquoted or misconstrued
Secretary Mellon's forceful letter to Congress protesting against
further issuance of free-tax securities because he found over
£10,000,000,000 of what the bank terms ‘‘ social wealth has
been placed where it avoids taxation. The statement from
Secretary Mellon to Congress came from a great financier who
estimated that of possibly $30,000,000,000 in tax-free securities
now floating around the country $10,000,000,000 or more are
held by those who invested to dodge the income tax law. No
other reasonable interpretation can be placed on his appeal to
Congress to prohibit the issuance of tax-free securities through
a constitutional amendment to that end.
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DOES TAX DODGING EXIST? IF 80, BY WHOM?

As between Secretary Mellon and Vice President Roberts, of
the National City Bank, Congress will accept the judgment of
Mr. Mellon, who knows the facts. His statement is also sup-
ported by Jules Bache, a Wall Street broker, who may not be
entirely wrong when stating that the average big business man
now spends 11 months of the year seeking how he can legally
avoid his taxes.

Mr. Roberts may remove a well-grounded suspicion in the
minds of the public that a large part of the wealth of big busi-
ness men to-day finds investment in tax-free securities, by stat-
ing facts within his own knowledge rather than by arguing
against the merits of the Mellon proposition.

Secretary Mellon may be wrong on the 25 per cent penalty
clause he has failed to enforce on corporation surpluses, but he
and Bache are believed not far wrong on tax dodging, even
though it may hurt the tender sensibilities of high financiers
to have it so termed. The fact that income-tax returns on
incomes of over $300,000 showed a decrease of from 1,296 in
1016 to 395 in 1920, or nearly T0 per cent loss, shows how
rapldly tax dodging has become popular in New York's busi-
ness circles and how Bache's disclogure is fulfilled by official
figures.

THE TRUE BABIS OF PROFITS.

Standard Oil's net earnings of $775,000,000 in 10 years, or
774 per cent annually (New Jersey subsidiary), is ingenuously
reduced in the National City Bank article, by basing profits
on the eapitalization and enormous surpluses that recently went
into stock dividends. Whether Mr. Rockefeller had 11 shares
or 100 shares in 1912, 10 years ago, every share of stock, if
retained, according to the company’s report, returned 774 per
cent annually for 10 years, even when based on an inflated
stock dividend capitalization of 1912, No sophistry can change
those facts or figures.

$37,400 WAS PAID BY THE PUBLIC FOR EVERY $100 INVESTED,

The Senate oil investigation discloses that a $100 investment
in Standard Oil stock (Indiana) before the dissolution in-
creased by stock dividends of 2,900 per cent in 1912 is now
worth $37,200 apart from large cash dividends paid throughout
the peried. The publie paid the profiteering price, yet any de-
mands for an adequate tax causes the National City Bank to
cry “ Sovietism.” Undivided profits invested in business the
bank insists must be bomb proof. Just taxes according to the
purpose of the income-tax sixteenth amendment and acts of
Congress should reach the surplus whether held in ecash or in-
vested in tax-free securities, oil pipe lines, or otherwise. A tax
based on ability to pay graduated to 50 per cent personal sur-
tax is now avolded by undistributed profits and tax-free securi-
ties so that Standard Oil and other trusts may extort from the
public 37,400 per cent profits apart from generous cash divi-
dends distributed. And the National City Bank complains of
the * farm bloc.”

Mr. Chairman, I will not split hairs over the basis of figuring
beyond observing that a celebrated witness once said some
equally celebrated things about * figures that lie,” and so forth.
What more preposterous economic situation can be presented
than that shown by Standard Oil in Senate committee hearings?
It fixes prices on oil for the country without any relation to
production, reasonable profits, or any other matfer ordinarily
affecting trade. On its own showing one subsidiary company
made $775,000,000 in net profits during the past 10 years, of
which amount above taxes $220,000,000, or 22 per cent, annually
was distributed among its fortunate stockholders and $400,-
000,000, or 40 per cent, additional annual average net profits
are now laid away in eash or in increased investments or in
development of oil fields from California to Mesopotamia or in
some other form. When income taxes nre assessed on its
$400,000,000 stock dividends it responds that five Justices of
the Supreme Court have held its profits when put in stock divi-
dends are not taxable. In the other Standard Oil case the
profits apart from cash dividends are said by the Senate com-
mittee to reach $37,200 on an investment of $100.

WHAT GOOD JUDGES SAY OF THAT DECISION,

To the stock dividend decision made in violation of the spirit
of the sixteenth constitutional amendment, four justices dis-
gented with two memorable statements. The first says:

The known purpose of this (sixteenth) amendment was to get rid of
nice questions as to what might be direct taxes, and I can not doubt
that most people not lawyers would suppose when they voted for it
that they put the question like ithe present at rest. I am of the opin-
jon that the amendment (sixteenth) justifies the tax.

Is not that statement of the judges unanswerable?

What answer, I submit, will stand against this second propo-
sition quoted from the dissenting opinion of othér judges in the
same decision, who say:

If stock dividends representing profits are held exempt from taxation

_gnder the gixteenth amendment, the owners of the most successful

upsinesses in America will be able to escape taxation on a large part

of what is actually their income., So far as their profits are repre-
sented by stock recelved as dividends they will pay these taxes not
upon their income but upon the income of their income. That such
result was intended by the people of the United States when adopting
the sixteenth amendment is inconceivable. Our sole duty is to ascer-
tain thelr interest as therein expressed.

The National City Bank's protest against taxation through
fear of * sovietism ” did not affect four judges of the Supreme
Court, who would have taxed stock dividends, but were out-
weighed by one vote in the decision of the court.

NATIONAL CITY BANK’S 26 PER CENT PROFITS.

Another case may be understood by Vice President Roberts.
On January 9—last week—FPresident Mitchell, of the National
City Bank, according to the press, stated the net profits of that
bank for 1922 were $9,708,894.74, from which amount dividends
of 16 per cent were declared and paid in cash to stockholders;
the balance, in undivided profits set aside as surplus, was
$3,308,894.74. This latter amount will not pay any personal
income tax because not distributed. The bank has an intercst,
a large interest, in the tax. In other words, $6,400,000, or 16
per ceut, was distributed to the stockholders of the National
City Bank for 1922 and $3,308,894.74 has been laid aside for
investment, thus avoiding personal taxes, making net earnings
for 1922 of about 25 per cent for the bank on a capital that may
have been augmented and built up, so far as the public knows,
largely by the same methods pursued by Standard Oil

The 25 per cent net profit annually is only about one-third
the rate of net profits annually collected from the people by
Standard Oil, based on its capitalization, but even 25 per cent
net profits seem rather large to the man who finds many laws
throughout the country that prevent his notes from drawing
over 7 per cent annually, without subjecting him to criminal
prosecution. I do not question the legality of the bank’s profits,
but it is able to distribute 16 per cent to its stockholders and
lay aside over § per cent that will pay no personal tax. The
man who loans his *“ social wealth ” at 7 per cent annually finds
himself a penny piker when consulting his profit sheet compared
to those who hold the country's “ social wealth " as self-consti-
tuted custodians for the public.

§ THE TAX PROBLEM FACING THE COUNTRY.

Tet us face the real problem squarely without evasion of
either taxes or argument as briefly alluded to at the outset.
_The Government owes $23,000,000,000 or more that must be
paid, together with running expenses of the Government that
are three times pre-war expenditures, reaching over $3,000,000,-
000 annually. Who will pay it? Certainly not the 100,000
farmers whose farms were sold for taxes in 1922. Certainly
not the millions of unemployed, reaching 5,000,000 workers in
1921. If not these, then who will pay the bill? Legislators
are interested in ralsing the funds from different sources, bas-
ing the tax on ability to pay.

Secretary Mellon has disclosed to the country where many
billions of dollars in tax-free securities have been availed of
to evade taxes by the holders of great wealth. These evasions
or Treasury losses were not anticipated when the law was
passed by Congress, and such losses or failures to meet esti-
mated governmental expenses must be met.

Again, big business incorporates because of advantages thus
given to it by law. It is now discovered that great corpora-
tions are furnishing a new avenue for tax dodging and conse-
quent Treasury losses by distributing over $2,000,000,000 in
stock dividends not subject to personal taxes but taken from
the corporate undistributed profits. The following statements
are illuminating:

Stock dividends declared during 1922 and totaling $2,149,151,j25 as com-

piled by the Federal Trade Commission at the request of Senator
Brookhart of Iowa.
Dividend,

per cent.
American Rlectric Heater Co.
Atlantic Refining Coo oo
T B A yres O, Inaimne Pl e
Avabel Coc s o ol L el
Bartapress Co_ =
Deechnut Packing Co-——_
Borne-Serymser Co-ooa—-
Browne & Sharpe.__
Buffalo Insurance Co_i___-
Cannon Manufacturing Co___
Carbarus Mills Co-
Consolfdated Gas, New Xork o oo i

s Py B dar 00 e 400
Dartmouth Manufacturing Co = % S 100
DA BrOWH W OO BN 0 e e e 8, 333
Denver Dry Goods Coo oo e e R 900
Draper Bros., Canton, Mass 150
Du Pont Chemical Co -~ = 112§
Du Pont de Nemours Co 50
R £ et W el S L P R S 200
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per cent.
Eastern Felt Co. - 280
Emerson D Co., Baltimore 400
Exchange & flat Co. 300
General Baking Ce 200
Globe & Rutgers Insurance Co 400
Great Northern Paper Co. 200
Gulf 01l Corporation 200
Hamilton Emory & Corundum 400
Hayward Woolen Co., Boston 200
G. W. Helme. 200
Independent Oil & Gas Co. 200
B. D. Jones & Sons Co. — . -BOD
Landis Machine Co e , 000
Liberty Banking & Savings 100
Frederle Loser & Co 200
Merrimac Mills___ 200
M ia Petroleum Co 50
Michigan Copper & Brass Co. 200
Moore Drop rging Co 1, 630
New Bedford Cotton Mills 200
Oakdale Worsted Co. 800
Ohio Oll Ce 300
Pacific Mills. 100
Park's Bhellac 2, 400
FPocahontas Fuel Co 300
Prairie Oil & Gas Co. 200
Prairie Pipe Line Co 200
Republican Cotton Mills 150
Baxe & Co., New York 800
Standard Oil of Kansas 300
Standard Oil of Kansas 800
Btandard Oil of Indiana 100
Standard Oil of California 111
Standard 0Qil of New Jersey 400
Btandard 0il of New York 400
Standard Oll of Ohio 100
Union 011 Co. 50
Vacuum Oil Co 300
Vietor Talking Machine Co. 600
Wanshuck Co., Provid 2, 500
‘Whitten Mac] Co 1, 400

Whiting & Davis Co. 900
Yellow Cab Co 800

A partial list of industrial corporations with surpluses of
$20,000,000 or more includes:

Burplus, 1921,
Unlited States Steel
American Telephone & Telegraph
General Motors

General‘ Electric

A Copg A

Corn Products Co. 43, 000, 000
Westingh Electric. 42, 000, 000
Utah Copper. i 38, 000, 000
American Car & Foundry. 86, 000, 000
TUnited Fruit 35, 000, 000
American Woolen 31, 000, 000
Pittsburgh Coal : 80, 000, 000
Mexican Petrolenm 25, 000, 000
Pan American Petrolenm 25, 000, 000
American Locomotive Co. 25, 000, 000
American Can Co. 24, 000, 000
International Harvester 23, 000, 000
Nutional Biscuit 22, 000, 00D
Woolworth 22, 000, 000
Pullman Co 20, 000, 000
Nutional Lead Co 20, 000, 000
American Smelting & Refining 20, 000, 000

Amon £283,000,000 ; North-

the rails Sonthern Paclfic had sur%lua of
ern Pacific, 150,000

$183,000,000 ; Union Pacifie, 000 ; Atchison, $198,-
000,000 ; and New York Central, $100, 000, score of others had
surpluses ranging from $335,000, to $90,000,000,

Mr. Chairman, the query arises, Why should not the follow-
ing stock dividends, less than one-half the total, all pay a tax
on the undistributed profits that were used to create the stock
dividends?

CORPORATIONS AND DIVIDENDS.

Here are a few corporations that have declared stock divi-
dends, with the amount of their outstanding stock and the value
of the dividend :

Btock Btock
Company. outstanding | dividend,
Jen. 1, 1922, | par value.

Allen Consol, Ofl.. . .ccacciianea $2,192, 005 $109, 600
meale ju| md
R Sore o usw
. Lit..& Trao.. ... " 838, 000
g. TR L e e R TS S R TR AT %%ﬂ&% 4,%&)&
. , 000
Am, iie 13, 808, 225 6,003,113
Arundel......... 4, 637,360 278,238
Atlantle Refining 5,000,000 | 45,000,000
Beseh-Not Prg. Boea0| 3o

-2 - 5 3,82,
Belding Bros.g. ....................... lg.g‘?’:% ]}%’%

Bigelow- e A , , 550,
........ 200, 000 800, 000
Bt sl a0 0 wimin| i
Bush Terminal ... . 6, 722, 200 "168, 035
Cal. Tel. & Lt. (pl.) >3 343, 887 123, 500
Canada Gea. El. ........... = P e S e « 10,800,000 2, 160, 000

k Btock
Company. ing | dividend,
Jan. 1,1022. | par value
';&"1‘,‘&“5 $219, 000
4 1, 260,000
1, 500, 000 'ﬁ
m % gy el
CumberVd P, & L. (pL). ... zjﬁic% 1'9:%.'”
Detroit Oreamery.... 3, 200, 000 1, 600,
L e R N S 600, 000 675,
2,042, 710 310, 540
B
(Li]
>
2,000,000 2}%11!13
163, 870 6,170
........... 1,143, 561 114,356
.................. 147, 536, 814 8,600,715
________________ 500,000 125,000
23, 320,000 1,428,000
10, D00, 00O 2,500, 000
8,272, 000 16,544, 000
3,000, 000 2,000,000
........ 1,633,320 359, 000
7,150, 000 7,150,000
........... 4, 000, 000 2,000, 000
...... 8,577, 500 8,422,500
10,900, 035 10, 900, 035
0,638,000 | " 3,782,075
(] r w5
20125 {.o. ... PR
5, 500, 000 825, 000
5,000, 000 777, 000
200,000 100, 000
29,226, 000 zkm,om
10,000, 000 000, 000
15, 033, 200 150, 232
wooross | “Towom
.
11, 885, 100 11, 885, 100
6,937, 150 6,937, 250
10, 000,000 3,333,333
50, 000,000 16, 668, 666
...... 3,771,700 2,308, 971
...... 8,525, 000 1,762, 500
S| b
r
27000, 000 160, 000
2,606, 900 2,606, 900
7,410,142 4, 446, 085
100,071,111 | 100,971,111
6,000, 000 2,000, 000
08,338,300 | 308,353,200
.............. 75,000,000 | 150, 000, 000
A ponis| s
Texon Oil & Ld 1,904,761 ' 05,239
Torrington. ..... 3, 500, 000 500, 000
Union Nat. Gas 9, &40, 000 380, 000
Union Ofl of Calif.". 50, 000, 000 40,000, 000
U. 8. Guarantes.......... 206, 000 800, 000
Un. Royalties...... 250, 000 402,600
sconm Ol 15, 000, 000 45,000,000
Va.Ir.C. & C 10,000, 000 5, 000, 00)
el el daml tme
Yellow Cab.. 500,000 1, 500, 000
Total par value of stock dividends.............. 2 S e e 1,007, 705, 633

A FEW PERTINENT QUESTIONS,

With a great tax problem facing the country we find enor-
mous and unexpected tax dodging and revenue losses reported
by the Treasury on the part of those best able to pay. The
average taxpayer asks:

Has any other government given to corporations equel rights
and privileges? Does any other government report equal cor-
porate business compared with its total business? Does any
other government report equal corporate profits compared with
total business capital invested? !

any other government permit its corporations to escape
personal taxation through stock dividends?

Does any other government permit tax-free securities?

Does not England, our largest business competitor, have far
heavier taxes than ours?

Should not wealth pay taxes according to its ability?

Isst ;mt this an elementary tax principle with every govern-
men

Has private wealth accumulations in any other country ap-
proached our own?

Are like tax-escape avenues for wealth found in other
countries?

f;l;t?not true that tax-free securities are used to avoid taxes
to

How many billions are so invested for tax-escape purposes?

How many billions are now invested in stock dividends to
escape personal income taxes?

If 50 per cent income tax is needed on $200,000 personal in-
comes to collect sufficient taxes for Federal needs, what should
be paid on undistributed corporate surplus?
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How can tax-free securities be reached for taxation pur-
poses except by inheritance taxes?

Does it justify a 50 per cent inheritance tax on great for-
tunes? If not, why not?

How can enormous corporate surpluses be reached for taxa-
tion purposes?

Is not a graduated tax on undistributed corporate profits
fair in principle?

Many queries of equal cr greater importance naturally will
occur., Those who are asked to provide ways and means are
charged with the necessity of raising funds and to find a just
method of doing so. That is their problem,

CUBA’S CLAIMS OR THE UNITED STATES TREASURY'S—WHICH?

In to-day’s press will be found a large advertisement signed
by the National City Bank; J. P. Morgan & Co.; Kuhn, Loeb &
Co., and other New York bankers offering $50,000,000 in Cuban
bonds at 5% per cent interest. Fifty million dollars will thus
be taken from the industries of Americu to develop Cuba, but is
it not significant that any effort to colleet existing tax rates
from tax-escaping agencies brings a howl of disapproval be-
cause industries are to be hampered?

A leading apostle of finance recently published the following
news item:

More than two billion American dollars are working abroad earning
dividends (in forelgn investments) for their owners on this side of the
ﬁtlarat.lc, according to computation of officials of the Federal Reserve

oard.

Mr, Chairman, I am not complaining that the National City
Bank can mark off its losses in foreign bonds or other securi-
ties and then make 25 per cent net profits, for this result may
be due to efficiency or other legitimate causes which would
speak well for the bank’s management; but as a governmental
proposition, after having earned 25 per cent net profits in 1922,
1 submit the bank should pay its fair share of taxes if we are
to meet Government expenditures.

Secretary Mellon shows where $10,000,000,000 of tax-dodging
funds have been laid away beyond the income-tax collector’s
reach. That amount we know is rapidly increasing. In my
remarks of December 20 before the House I gave a list of stock-
dividend melon cutting which covered several pages of the
REcorp, This list did not include the National City Bank, but
328 corporations, according to the Federal Trade Commission,
have distributed $2,149,151,425 in 1922 in stock dividends that
will escape personal income taxes, whereas the average little
fellow, the individual whoe has no high-priced attorneys, or
partnerships that have earned a small net profit will serape up
every dollar levied on their nonescapable incomes.

MR, WANAMAKER ASKED TO LIMIT WEALTH.

Vice President Roberts’s argument regarding sovietism he
bolsters up with the statement that Mr. Wanamaker began
business on $2,000 and saved $30,000,000 before his death.
Mr. Wanamaker was a highly respected public citizen. In fact,
he was such a good citizen he is reported to have said in June,
1921, regarding * distribution of wealth,” that “ no man ought
to pile up money when there is no such need for it in the world.
He can not take it with him beyond the grave. We have got to get
nearer God—with less Christianity and more of the real thing.”
Mr. Wanamaker is gone, his wealth remains, but who possesses
it to-day? Mr. Wanamaker was not a believer in sovietism,
although he preached the doctrine of limitation of individual
wealth. Many others have voiced the sentiments of Mr. Wana-
maker regarding necessity for curbing the power of individual
wealth.

The almighty dollar bequeathed to children ig an almighty
curse, No man has a right to handicap his son with such a
burden as great wealth. That sentiment may sound to Mr,
Roberts like teachings of the soviet, but Andy Carnegie, an
eminent American of Scotch descent, so expressed a truth that
would have heen worth millions to a certain New York bank
president if acted upon in time. Mr. Carnegie's wealth, running
well into nine figures, is a guaranty against Russian sympathy
to those who distinguish sovietism from common sense by the
size of the bank account.

Another sentiment may seem
wealth :

I feel that we shall ultimately have to consider the adoption of
gome such scheme as that of a progressive tax on fortunes beyond a
certain amount * * a tax so framed as to put it out of the

power of the owner of one of these enormous fortunes to hand over
more than a certain amount to an individual.

“ MALEFACTORS " AND OTHER FACTORS.

About the time he was stirring up the beef trust and other
trusts and * malefactors of wealth"” generally, Roosevelt re-
alized a public danger that might eventually submerge this Gov-
ernment in endless trouble. He knew history, for he was a his-
torian, and he knew the hearts of men, the strength and weak-

strange to ‘worshipers of

ness of Government. He never chanted the Lord's Prayer with
pharisaical meaning, but preached the gospel of square dealing
to men and nations alike,

In “ malefactors " he included “ eriminals, felons, convicts " at
heart becanse he knew the accepted meanings of words and was
not afraid to use them. In this connection a well-known every-
day philosopher, Dr. Frank Crane, said:

If one suggests the limiting of private fortunes, is he necessarily.an
anarchist, an upsetter, or a dangerous radical? .

By no means, Doctor. The term * radical ” or even “ soviet ”
can not terrorize those who find eminent authority for the be-
lief rather that * malefactors” may be responsible for anarchy,
Attempts to circumvent law or disobey law, to flaunt public
opinion and morality or shift governmental burdens on the
weak and helpless, all these practices serve to undermine prin-
eiples of government, whether they are termed anarchy or un-
restricted license.

Those who measure the world by the atmosphere of the
countinghouse or sound of the stock ticker do not take the
right standards, Doctor, for we know better than they that the
old-fashioned golden rule is as just now as it was when first
given to men.

Let me again mention what was unintentionally overlooked
by Mr. Roberts in his ecriticism of my remarks of December 20,
In order eventually to reach wealth now tax free and laid aside
by Mr. Roberts, Mr. Rockefeller, and other men of large means,
including Mr. Stillman, I have offered a bill to increase in-
heritance taxes and a gift tax to prevent gift distributions
made in order to avoid inheritance tax, The purpose of this
bill is to help finance the Government's needs and to place in
the Treasury a share of its accumulation of wealth that would
otherwise go to heirs whether worthy or unworthy. This tax is
apart from a bill to tax undistributed profits which was also
introduced,

WHY AN INHERITANCE TAX?

Mr. Chairman, in my remarks to the House of December 20
I referred to ex-President Stillman, of the National City Bank,
as an illustration to justify the purpose of the inheritance tax
bill. I speak impersonally, because Mr, Stillman’s standards of
business and living morals are not exceptional if the public is
correctly advised by the press, although they may not rule
among his associates.

Mr. Stillman inherited a large estate from his father and
also a great financial responsibility as the head of a large
institution. A chapter from his life was recently revealed
that furnished months of salacious reading, of such a character
that men and women have been punished for offenses less seri-
ous,” Is this not so when his reputed $536,000 annual income
has been devoted to a judicially condemned mode of living?
His resignation as head of the great banking institution was
rejected, according to the press, by those who controlled the
institution and who thereby set standards of business and
virtue that measured their judgment by his. Public condemna-
tion became so serious that finally they were compelled to ac-
cept the resignation. Many people have believed this country
is in more danger from such practices and from such standards
of business morality than from efforts to reach part of the
wealth so inherited or from efforts to compel tax payments
into the Public Treasury to meet needed expenses of Govern-
ment. So much for the recent president of the bank. I offer
to make full amends if I have not understated the facts or have
not put the soft pedal on gross offenses against public morals,
business morals, and public conscience that have been com-
mitted. Another phase of the Stillman case concerns the
bank’s policy that was influenced if not directed by a mind that
stopped at nothing in effort to win a notorious lawsuit. That
the resignation should have been refused for a long time speaks
for the responsibility of those who refused to aet in the matter.

ROBERTS WOULD GIVE AWAY THE OTHER FELLOW'S MONEY.

Still another phase of the discussion which affects the
poliey and purpose of the National City Bank and its officials
comes from Vice President Roberts, quoted in my former dis-
cussion, in favor of cancellation of our $11,000,000,000 of
foreign debts. He said:

BT TLin St I Oe el (b (foreies 1tn deitors: aisd Taka' ok
vanitage of whatever benefits are implied in the Lord's Prayer—

and much more to the same effect. Mr. Roberts was not
asking forgiveness for the recent bank president or for refusal
to accept his resignation for so long a period. The spirit he
expressed when urging our Government to cancel its foreign
debts was to forgive debtors *“ as implied in the Lord’s Prayer.”

The National City Bank that made 25 per cent net profits
last year does not forgive its debtors, and international bank-
ers of New York City, including the National City, may now
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hold many foreign securities either by title or agency that will
be vastly increased in value if this Government cancels its
foreign debts. Secretary Mellon testified before our committee
that foreign securities now held by private parties in this
country are estimated at over $4,000,000,000,

It is the understanding that international bankers of New
York City hold a goodly share of these foreign securities; that
they are agents for a larger amount; and that these debts now
are holding up recognition of the Russian Sovlet Government,
which has repudiated its bonds. Russia’s private holdings are
not subject to the Lord’'s Prayer. They are not to be forgiven.
Only the debts of our Government are on the forgiveness list.

It is not improbable that if such cancellation of foreign debts
could have been effected by Vice President Roberts, Mr, Otto
Kahn, and others of like views and interests, that profits of all
such bankers would have been far larger than the generous
25 per cent which was realized in 1922 by the bank.

WHEN A BANK’S POLICIES ARE OF NATIONAL CONCERN.

Mr, Roberts fails to discuss the National City Bank's policles
in his last circular. Frankly, I am willing to leave to any dis-
interested jury a fair question, “ Which is most calculated to
promote sovietism in America, sane legislative efforts to com-
pel wealth to pay its legal taxes or constant efforts by those
best able to pay to dodge taxes?"”

The bank by its opposition and assault upon the good faith
of legislators maturally attracts attention to its own record.
As the greatest bank in America it occupies a powerful position
financially. Is it part of an alleged supergovernment? What
is the answer?

Reference was made to the Liberian loan which passed the
House by a close vote and was killed in the Senate. That bill
proposed to validate worthless bonds issued by Liberia many
years ago with money to be taken from the Federal Treasury.
The National City Bank was among the holders of these de-
faulting bonds, and all parties were agreed to make that bank
the “fiseal agent” for the bondholders and for exploiting
Liberia at this Government's expense,

I examined different witnesses appearing before the commit-
tee favoring that loan, and leave the record, which caused the
Senate's rejection, to speak for itself. The bank's mandate
failed to move the Senate and $5,000,000 was saved to the
Federal Treasury. When visiting Haitl several years ago I
was there advised that the National City Bank had practically
taken over the fiscal affairs of the Haitian Government. Hun-
dreds of American marines were then held at Port au Prince
to “maintain order.” An imposing collection agency was
maintained by the United States Government. Nicaragua,
‘Costa Rlea, and even our new possession, the isle of Cuba, we
are told are all pouring water on the National City Bank's
wheel, which stream American marines are expected to keep
moving whenever and wherever needed. That stream helped
furnish 25 per cent profits last year to the bank, some of whose
officials have advocated the cancellation of $11,000,000,000 of the
Government’s foreign debts, while they hold private debts in-
tact, excuse gross tax evasions, condemn legislators who urge
tax enforcement, and employ Eovernmental agencies to aid
exploitations.

A PROFITABLE GOVERNMENT INVESTMENT.

Mr. Chairman, I submit Congress may well probe the activi-
ties of such great financial agencies that reach out over the
Western Hemisphere and seek to distract attention by a wolf’s
ery that the “ soviet goblins will get us if we don’t watch out.”

Amazing revelations concerning the Money Trust, interlock-
ing ‘directorates, and kindred subjects by the Pujo committee
disclosed pre-war conditions of a decade and a half ago. With
the rapid growth of centralization and big business activities
throughout the world a mnew chapter undoubtedly could be
written that would dwarf in importance the war fraud, Lock-
wood, and other probes. A $25,000,000 national-bank tax con-
troversy in New York should insure active cooperation from the
New York State administration, while the probe would be of
immeasurable value to the country in disclosing the modern
methods of pressure on State and National legislation through
organized propaganda. It would not cost 10 per cent of the
amount carried by the Liberian loan, and would prove a profit-
able investment to the country in many ways.

The average man, I submit, need not hesitate to measure his
own ideals or course of conduct with the officers of these great
business institutions, past or present. Big business has an
important part to play in our economic system and has grown
s0 large that, in my humble opinion, any attempt to crush it,
however distant the day, will bring a train of evils, even as they
have in Soviet Russia, as Mr. Roberts well says. But unre-
stricted growth in size and power with present-day standards,
voiced by the statement that “all wealth is social wealth, by

whoever owned,” that we must obey the Lord’s prayer by for-
giving debts of other nations in order to enhance private hold-
ings, is a queer religion and an economie teaching that deceives
nwe. not even those who preach one thing and practice an-
0 A

COMPARISONS WHETHER ODIOUS OR OTHERWISE.

Comparisons may be odious, but Mr. Roberts seems inclined to
invite such course by his individual references to Members of
Congress. Without now discussing his Chicago career or inter-
ests theretofore served in order to get a proper starting point
and eliminating from consideration Mr, Stillman, the former
directing head of the bank, with a record rarely approached
even in this loose day and age, we find Mr. Roberts presumably
voicing the policy of his bank advocating cancellation of foreign
debts to this Government reaching $11,000,000,000. He has
argued we can not absorb $500,000,000 of “social wealth” in
foreign interest, notwithstanding one company, Standard Oil,
has divided double that amount recently in stock dividends.
The Roberts proposal inviting governments to repudiate their
debts of course does not apply to private holdings of his own
bank or other agencies.

Contrary to his proposals, I urged five amendments to the
debt funding resolution that were accepted by the committee,
the House, the Congress, and are now law. They provided for a
Debt Commission instead of Secretary Mellon to settle the
debts, prohibited eancellation or substitution of other obliga-
tions, and provided for publicity and termination of the com-
mittee’s power,

England, we are now advised, will pay us between $4,500,-
000,000 and §5,000,000,000, or nearly one-quarter of our national
debt, that was loaned her by the people of this country. When
Roberts was preaching cancellation of this loan with his jug-
handled new version of the Lord’s Prayer for the other fellow
to forgive this debt, I was seeking to write into the law a pro-
vision that prevented its cancellation. In other words, the
National City Bank’s theory of “social wealth” belonging to
the public depends on who holds the social wealth.

The average legislator or man of affairs, whatever his occu-
pation; I again submit, need not fear comparisons of morals,
ethics, or actions, either with the recent president of the Na-
tional City Bank, Mr. Stillman, or its present publicity vice
president, Mr. Roberts. I say this impersonally, whoeyver the
officials may be, for when big business blocs largely control the
press, our politics, and to some extent public conseience and
legislation, there is always an element of selfishness in the
dominating force beyond any public interest or care for general
welfare.

NEITHER CZARISM OR BOVIETISM ACCEPTABLE.

To class those who do not subscribe to the bank’s theory of
“sgocial wealth” as tinctured with sovietism seems to evidence
a spirit of czarism in this country far more menacing than
the 1 per cent of sovietism that may exist in New York or else-
where. We may well ascertain how far big business wonld
carry us from our ideals of government, how far it would em-
broil us in the controversies of other governments, how far it
would place us in control of other governments of this hemi-
sphere or other hemispheres in order to function its business
and its collections from those governments; in fact, how far this
country is prepared to accept control by social wealth held by a
few self-appointed custodians for the remaining 98 per cent of
our people. If it is to be a test of sovietism or czarism, neither
will be acceptable to those who continue to believe in the aims
and fundamentals of our own Government,

Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con-
sent to extend my remarks in the Recorn with reference to the
constitutional amendment concerning tax-exempt securities and
its effect upon the interest rate.

The CHAIRMAN. The gentleman from Iowa asks unani-
mous consent to extend his remarks in the Recorp in the man-
ner indicated by him, Is there objection? »

There was no objection.

The extension of remarks referred to is here printed in full
as follows: .

Mr, GREEN of Iowa. Mr. Speaker, it has been alleged by
opponents of the amendment that the removal of the taxation
privilege would greatly increase the rate of interest which bor-
rowing States and municipalities would have to pay on future
bonds issued.

Reference to the records of 50 years shows that the difference
in rates has mainly depended on safety of principal rather than
on exemption from taxation. Bonds issued by the most reliable
and best-known borrowers always enjoy the lowest rates, while
small municipalities and districts distant from the money cen-
ters pay as high or higher rates than that paid on high-class
securities not tax exemnt
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Reference to the market quotations for 1922, as reported for
the New York Stock Exchange, prove beyond a possible doubt
that the tax-exemption privilege is of little value to the bor-
rower. The following quotations are the highest made on sev-
eral taxable securities for the year 1922:

Atchison, Topeka & Santa Fe, convertible 4's fssued 1910, due

1960 :

Cases here cited are from widely scattered localities. Tt will
be noted that all are equally tax free, but the rates are widely
different, and none of them,is sufficiently low to account for
the exemption benefit received by the wealthier investors.

Typical sales of tax-free bonds in the year 1922 and the first
two weeks of 1023:

i 107% | Flagstaff, Ariz., £60,000 park bonds, on basis of oo 6. T1L
Duluth & Iron Range first 5's, 1987 102§ | Frowell, Nebr., $10,000 light and power bond 4. 99
Chicago, St. Louls & New Orleans ,‘snld 6's, 1951 ——__ 104% | State of North Dakotn, $250,000 State bonds 4.50
Louisville & Nashville gold 5's. 1937__ 102} | City of Petersburg, Va., bonds due 1062 4.40
Nashville, Chattanooga & St. Louls 5's, 1928 1088 | wildwood, Cape May County, N, J.. $25,000 park bonds_..—— - 494
St. Paul & Duluth first 5's, 1831 : 100 | vallejo, Calif., $62,500 water-district bonds 4.87
Southern Pacific California 5§uamnteed Se BT —-- 103} | Union, Union County, 8. C., $150,000 street-improvement bonds— 4. 98
Texas & Pacific first gold b's, 2000 - 100} | Seranfon, Pa., $1,000.000 school-district bonds________________ 4.12
Prookiyn Edison Incorporation General 5's A, 1940 ___________ 100 Omnﬁn'hwnshlp. Cuyahoga County, Ohlo.hssd.,m.w ______ . 5.80
Cincinnatl Gas & Electric first ref, '8, 1056 .o~ 101 | Marathon, Cortland County, N. Y., $0.000 bridge bonds____._ .- 4.97
Great Falls Power first M. 5, F. §'s, 1940 . 100 | Fookerton, Greeme County, N. C., §35,000 water, sewer, and :
New York General Electrie Light & Power Co. gold §'s, 1948___ 101 light bonds 6. 00
Niasgara Falls Power first §'s, 1932 1013 | Hubbard, Trumbull County, Ohio, $20,000 5. 00
Dominion of Canada §'s, 1952, subject to property tax and income Dubuque, lowa, $100 er bond 4 33

tax In the United States of America i 106
Baldwin Locomotive Works first §'s, 1940

General Electric debentures 5's, 1852 108
Indlana Steel b's, 1942 : 108
American Telegraph & Telephone 20-year convertible 43's, 1933__ 104}

Pacific Telephone & Telegraph first G's, 1937 100

In each case the guotations given in the foregoing are the
highest for the year 1922. For the week ending January 12,
1923, the average price is lower than the peak prices of the
year 1922, but in some cases the price Is the same, and the
guotations on several are within one point or less of the highest
of 1922, with a few showing a greater difference.

A leading financial paper reported Chicago & Northwestern
4%'s as offered during the second week of January, 1923, on a
4.75 basis, Louisville & Nashville 5's quoted on a 4.75 basis,
Norfolk & Western 43's on a 4.50 basis, and Southern Pacific
44's on a 4.75 basis.

Among other securities selling on a basis to yield less than
5 per cent the following may be mentioned: Illinois Central
collateral trust 4's of 1952 to yield 4.97; Union Pacific refund-
ing 4's of 2008 to yleld 4.67; West Shore 4's of 2361 to yield
4.80; Chicago, Burlington & Quincy 34's of 1949 to yield 4.70.
The Spring Valley Water Co., of California, sold $22,000,000 of
bonds in 1922 on a 512 basis, which is better than the rate
obtained on many tax-free issues.

These taxable securities of railroad and industrial and public
utility corporations are gilt-edge and the best in the country.

For safety of principal they compare favorably with the issues

of States and municipalities, and for that reason they are
readily marketable at rates closely approximating the rates
paid by borrowing States and municipalities.

The stock exchange quotations ecited, giving yields of the
better grades of taxable securities, show that the difference in
interest rates between the taxable and the tax exempt in many
cases 1s not over one-quarter of 1 per cent and that it seldom
reaches half of 1 per cent on securities approximating the same
safety of principal

A comparison of the interest rates paid on taxable and non-
taxable securities over a period nearly 50 years prior to the
enactment of the law creating the graduated system of income
taxes shows that the State and municipal securities nearly
always enjoyed a rate of interest of one-tenth to one-half of 1
per cent lower than industrials and railroads, this better rate

being partially doe to confildence of the investing public in the,

greater security of principal of the public securities and partly
due to the exemption from taxation. This comparison is in
accordance with researches made by the Institute for Research
in Land Economics and Public Utilities, of which Prof. R. T.
Ely, of the University of Wisconsin, is director.

Nearly all of the best tax-exempt State and municipal securi-
ties issued during the past year have been sold to yield 4 to
5 per cent. Some have sold on a basis higher than 5 per cent
and a few have sold at prices to yleld a little less than 4 per
cent. Bonds of the larger cities have in many cases sold at a
better rate than State bonds.

The investor in tax-exempt securities who receives an income
of $1,000,000 a year is enabled by the ownership of the tax-
exempt securities to evade the payment of an annual Federal
tax of $550,640. This is a trifie over 55 per cent of his income,

Those who favor the tax exemption of bonds declare that the
investor buys the honds on an interest basis so low that it fully
compensates the Government for the taxes which he evades
paying. The market reports prove that this is not the case,
Many States and municipalities pay Interest on their tax-
exempt bonds at rates that are comparable with the rates paid
by private corporations on taxable securities. I'rom the Com-
mercial and Financial Chronicle of January 13, 1923, reports
have been ohtained of the rates at which tax-free securities
have been sold in the year 1922,

&

SeW
Adamsville McNair{Coumy Tenn., $5.000 sidewalk bonds_____

Alfred, Allegheny County, N. Y., $10,000 street-improvement

et [ 4 DY
Harding County, 8. Dak., $135,000 bonds 5. 50
Nampa and Meridan irrigation district, Idaho, $36,950_ . —__.__. 6.00
Froid, Mont., $10,000 6. 00
New Rochelie, N. ¥., $237,000. S5 410
Plummer, indegendm-t school district, Nebraska, $8,200... . 6.00
Poughkeepsie, N. Y., 8278.000 Ll s 4DB
Reidsville, N, C., $300,000 5,23
Salene Ol 3L M o et e e e BN
Ulinta County school distriet No. 6, Wyoming, $20,000— ... 6. 00
Worcester, Mass,, $860,000_______ 3. 93
York rural school district, Ohio, §4,000 5.98
Zephyrhills, Fla., $37,500 5.98

It is obvious that the investor in tax-exempt securities does
not pay a premium equal to the benefit he receives, Comparison
of the reports of sales of taxable and tax-exempt bonds of the
past year shows it to be equally apparent that States and bor-
rowing municipalities would not be obliged to increase their
interest rates more than one-fourth of 1 per cent to one-half
of 1 per cent if the income from their bonds were made taxable,
while for every dollar paid out in additional interest the Gov-
ernment would receive $3 to $5 in additional taxes.

The acid test of the stock exchange market demonstrates that
the benefit of tax exemption to the borrower is very slight.
The actual profit of the tax-exempt privilege goes into the
pocket of .the wealthy investor at the expense of the general
taxpayer. The statement is sustained by the actual experience
of the year just closed.

The wealthy investor, however, seldom buys the bonds of
the small municipality or a far distant district. This partly
because they are not considered as secure and partly because
they do not have a definite market value. Such bonds are, as a
rule, bought by the small investor, to whom the tax-exempt
privilege is of little value. Conseguently the borrower gets mno
benefit whatever from the tax exemption. It will be seen
from the foregoing table that most of such issues pay 6 per
cent.

One of the most conclusive and lueld demonstrations of the
economic folly of the tax-exemption plan was worked out by
Prof. G. E. Putnam, of Washington University, St. Louis, pro-
fessor of banking and currency. It appears in Washington
University Studies, Volume VII, Humanistic Series, No. 1, pages
21-23, 1919.

The revenue law has been amended since 1919, reducing the
rate of taxation; but the arguments presented by Professor
Putnam have never been refuted, and the same principles apply
now as then, Professor Putnam’s article has been rewritten,
and the table showing profits of investors has been revised by a
Treasury Department expert to adapt it to changes in the reve-
nue law now in effect.

By far the most conspicuous evil of tax exemption is that it
completely upsets the purpose of graduated taxes. In the first
place, it enables those with property li.comes to escape the
burden of progressive rates, thereby causing the burden to be
shifted to others less able to pay. Suppose, for example, that a
married person without dependent children receives a yearly
net income of $50,000—after paying State taxes—from real
estate valued at $§1,000,000. Under the revenue act in force in
1922 hig Federal income tax would be $6,640. If he converted
his real estate into 5 per cent tax-exempt bonds at par, his
property and income taxes thereafter would be nothing, his
net income would in no way be diminighed, while the man who
received the same income from personal services, from farms,
from c¢ity real estate, or from taxable securities would con-
tinue fo pay a tax of $6,640. :

The injustice of tax exemption, however, does not stop here.
It not only gives rise to unwarranted diserimination in favor
of property owners, as opposed to wage earners, but it also
confers a much greater favor upon the wealthy classes than
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upon the investor in moderate circumstances. Under the Fed-
eral income tax law, for instance, a married person without de-
pendent children is subject to a flat tax rate of 0.66§ per cent if
his annual income is $3,000, 17.28 per cent if his net income is
£50,000, and 55.064 per cent if his income amounts to $1,000,000.
The yearly saving in taxes that each of these three classes might
make through the purchase of a $1,000 bond yielding 5 per cent
amounts to 33 cents, $8.64, and $27.53, respectively.

If the same bond were subject to taxation, the net annual
wvield to these investors after paying income taxes would be
4963 per cent, 4136 per cent, and 2.247 per cent, respectively.
Or, to put it another way, a 5 per cent nontaxable bond is the
exact mathematical equivalent of a taxable bond yielding 5.035
per cent if the bondholder has an income of $3,000, 6.305 per
cent if his income is $50,000, and 11.555 per cent if his income is
$1,000,000.

The net loss to the Government on each thousand-dollar bond
is shown by the figures in the last column of the table when
the bonds are sold at par. When the bonds are sold at a pre-
mium the amount of that premium deducted from the eapital-
ized value of the exemption shown in the last column will
leave the net loss to the Government caused by the exemption.

Obviously the small investor has little to gain from the pur-
chase of tax-exempt securities. If his income is exactly $3,000,
it is immaterial whether he buys a 5 per went taxable bond
at par or a 5 per cent nontaxable bond, maturing in 20 years,
at $100.415. The annual value of the tax-exemption privilege
on his tax-exempt bond is only 33 cents, and the capitalized
value $4.15. But with every material addition to his income,
the incentive to buy tax-exempt bonds becomes greater. In the
case of those having annual incomes of $1,000,000, the annual
value of tax exemption on a $1,000 tax-exempt bond, bearing
a 5 per cent rate, is $27.53. In 20 years the value of this ex-
emption would amount to $550.60. The present worth or capi-
talized value of this exemption, on a 5 per cent basis, would
be $343.08.

These and other significant facts relative to the unequal bene-
fits conferred by tax exemption are shown in the following
table:

Profits to investors on taz-exempt bonds, 1922,

Present
Annnal | value of tax
Nat Net walue of | exemption
o e m"id Net Rate of tax ex: on $1,000
08 | Potal | Tax yield | interest |emption on| 5 per cent
of tax rate of of ﬁ nd
ied non- Teq |
et | 1. (cak on , | PA% | tax- [ontaxable |5 percent |maturingin
P ony | endar |whole | 9% | able | securities ond 20 years
w a o ear in- 5‘ sper | toyield annual (present
Gant ). | come. | TP | cent 5 'per 0ss to value of
2 bonds, | bonds. cent. Federal | totalloss
Vit 2 Govern- | to Fed:
ment), Govern-
ment).
Per Per Per
cent. | cent. | cent. Per cent,
§3,000 £20 | 0.66§ 5| 4.963 b. 035 $0,33 Q: 15
10, 000 520 | 6.20 5] 474 256 2.60 40
20000 1,720 | 860 5| 457 5.512 £.30 53,50
50, 000 6,640 | 17.28 5| 4.135 6. 305 864 107. 67
100, 000 30,140 | 30.14 5| 3.493 8. 446 15, 07 157. 81
200, 000 86,640 | 43,32 5| 284 10, 157 21. 66 260, 93
500,000 | 260,640 | 52,123 6 2304 1L 26, 06 34.TT
1,000,000 | 550,640 | 55, 064 5| 2247 11, 555 20.53 843. 08

If the supply of tax-exempt securities should be materially
diminished so that the available number was insufficient to
satisfy the needs of the very wealthiest classes, the price of 5
per cent tax-exempt bonds would tend to rise toward $134.308;
that is, to a premium representing the highest capitalized value
of the tax-exemption privilege. In actual experience it always
fails to reach that premium. Under present conditions, how-
ever, no such premium is possible, Owing to the large volume
of State, municipal, and Federal bonds outstanding, bonds ex-
empt in whole or in part from the progressive income taxes, it
is unnecessary for the recipients of large incomes to pay a
price for tax-exempt bonds that anywhere near covers the
capitalized value of the tax-exemption privilege.

Reference to the market reports of sales of State and mu-
nicipal and other tax-exempt bonds shows that the premium
on O per cent tax-free bonds sold in 1922 is usually about one-
tenth of the actual present worth of that exemption to the
investor receiving an income of $1,000,000 per year.

The enormous increase in the volume of issues of tax-free
securities during the five years preceding and including 1922
shows that there is no prospect of diminution of that output
- under existing laws.

It is for this reason that the main argument in favor of
exempting Government bonds from the income tax breaks
down. Under a system of proportional taxation, it is probably
true that tax-exempt bonds of the Federal Government would
sell at a premium corresponding roughly to the capitalized
value of tax exemption, and thus yield a greater return to the
Government. But under a system of progressive taxes the
price of the bonds is not enhanced by the capitalized value of
the exemptions, and therefore the amount that the Govern-
ment can gain from a lower rate of interest will not be so
great as the loss in revenue from the income tax. '

What the individual gains from tax exemption represents,
of course, a loss to the National Treasury. This loss can not
possibly be accurately calculated because there is no way of
ascertaining the exact distribution of tax-exempt bonds among
the various classes of taxpayers. DBut sooner or Iater the loss
in tax revenue will become prodigious for the reason that the
ownership of tax-exempt securities tends to become concen-
trated in the hands of the wealthy classes. These are the
classes who would normally pay the heaviest taxes and who,
moreover, would be the most alert and proficient in ferreting
out some means of shifting the tax burden. That their incomes
are sufficiently large in the aggregate to enable them to absorb
most of the tax-exempt bonds outstanding, either through direct
purchase out of current income or through the conversion of
income-producing property, is shown by the report of the Com-
missioner of Internal Revenue.

Mr. SISSON. I yield five minutes to the gentleman from
Lounisiana [Mr, SANDLIN]. -

Mr. SANDLIN. Mr. Chairman, I ask unanimous consent to
insert in the Recorp a letter from the American Legion with
reference to the Muscle Shoals proposition.

The CHAIRMAN. The gentleman from Louisiana asks unan-
imous consent to extend his remarks in the Recorp in the man-
ner indicated by him. Is there objection?

_There was no objection.

The letter is as follows:

THRE AMBRICAN LEGION,
NATIONAL LRGISLATIVE COMMITTER,
Washington, D. C., January 13, 1933,

Hon. JouN N, SANDLIN,
Congress Hall, Washington, D. (.

My Deag CONGRESSMAN: The national legislative committee of the
American Legion desires to lay before you a resolution concerning the
Muscle Shoals plants and Properues. and to urge that Congress adopt u
definite policy at this session for the development and operation of this
great national project.

This matter was given most careful and serious consideration at the
national convention of the American Legion assembled at New Orleans,
La., on Friday, October 20, 1922, and the following resolution adopted :

“ Whereas at the beginning of the World War the United States Goy-
ernment was brought to a realization of the fact that it was wholly
dependent upon the Chilean nitrate beds and German war-built nitrogen
plants for its supplg of nitrogen, which is absolutely necessary for ﬁe
manufacture of high explosives; and

Whereas the said United States Government did thereupon appro-
priate large sums of money for the erection and operation of nitrate
E]lants Nos. 1 and 2 at Muscle SBhoals for the manufacture of nitrogen

large quantities by extracting same from the air, which said plants
were completed and successfully operated just prior to the armistice, or
Jjust after, and are the only air-nitrogen plants in the United States of
America ; and

“ Whereas the above-mentioned plants have not only been left in-
operative since the war, but have constantly fallen into a state of
deterloration, at an expense of many thousands of dollars annually to
the taxpayers of this country, while similar air-nitrogen plants in Ger-
many were speedlly converted so as to manufacture cheaply nitrogen
fertilizers for the enrichment and reclamation of the arld farm lands of
Germany, which has proven to be an untold blessing to the people of
that country ; and

“ Whereas we believe that the continuance of our dependence upon
foreign countries for the necessary supply of nitrogen for fertilizers in
time of peace and for explosives in time of war is not only an un-

enkable humilintion but 1s positively perflous from tbe point of view
of the national defense: Now, therefore, be it

“ Resolved, (1) That we, the American Legion in national convention
assembled, do hereby call upon the Congress of the Unlted States, upon
the assembling of same, Immediately to take up and act upon the
measures pending in Congress or that may be Introduced immediately
upon the reconvening of same, ofi the subject, and to determine upon a
fixed pollcy as to the disposition of same; and,

i (é’) In determining upon the disposition to be made of said prop-
erties they may be governed by the following prineciples which we be-
lieve to be fundamental, namely :

“ (a) No policy or plan should be ncce}:ted which does not provide
for the operation of said plants in time of peace and the manufadture
of fertilizer, and the test for acceptance of any offer should be the
amount of fertilizer proposed to be manufactured ;

‘i (b) No plan or policy should be adopted which Is caleulated to
introduce Federal operation of the project ;

o (Ie) The fertilizer production at Muscle Bhoals shall have preferred
supp of power in time of peace;

“(d) No plan or policy should be adopted which does not assure
the Government that a research or experimental department will be
maintained and conducted in connection with the plants for the pur-
gose of keeging up with the most approved methods of nitrogen produe-

ion, and that in the event of military emergency the said plants will
be made available to the Government at the call of the Secretary of
War for the manufacture of nitrogen for explosives.

“{3) That the national legislative committee of the American

Legion be directed to use all possible legitimate efforts to the end that
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the Congress of the United States.immediately ennet such  legislation
as_aforesaid.”

From the above-quoted resolution you will note that this great
project should be—

First, Under private control and.operation (not under: Federal or
governmental contrel and operation) ;

Second. That fertilizer ‘frodnctlon shall have preferred supply of
p;)wer tin_.time ufdpence and nitrogen production for:high explosives in
time: of war; an

Third. That suitable legislation providing for the. adoption of a
permanent poliey be immediately enacted by this Congress.

This entire matter has been before both Houses for some. time and hag
been: thoroughly comsidered amnd .reported:on b‘f the: tees after
full and comprehensive hearings have been held.

| As the American Legion has in national convention passed this very
important resolution -entitled “ Reclamation and national defense,” we
are interested in having the matter considered at the earliest possible
time, and we write you now to nsk you when Congress expects to take
the matter up with a view to giving careful consideration to the- pro-
posals that have been made and with a view to adopting a definite and
comprehensive poliey for: the development and, operation of.this .great
projeet. In making some Investigation in connection with our effort
to ascertain the status of this question we have noted that on August
23, 1922, when this matter was under; nin the Hounse; Floor
Leader MoxDELL included in his remarks the following :

“T agree with the gentleman from Illinois that this matter ought
to be considered and settled by this Congress and as soon: as it can
properly be done.”

Ve urge upon you as a Member of this Con
eration of ‘this leg{slnﬁm so vital to the national defense of our country
ghould the ecountry beeome involved in war; and so indispensable -te our

agricultural welfare.
Very truly yours; JoEy THOMAS TAYLOR,
Vice Chairman National Legislative Committee.
Mr. SANDLIN.,

My, Chairman and Members of 'the House,
of course I will not try to give the membership of this body
any information- with reference to the pending appropriation
bill, because very few Members of the House know anything
about it. Under. the rules-of this House the subcommittee: of
the Committee on Appropriations are about all the Members
who have any real information about' what-this bill contains.
But it came to my mind that prebably it might be well to sug-
gest to this Congress that if they do not give to the American
people some of the things which they desire the American peo-
ple may- give them something that they do not want. In my
humble opinion, the manner in which this Congress has treated
the very sertous proposition of Henry Ford to take over Muscle
Shoals is inexcusable, and’it should have had careful consid-
eration from the representatives of the American people. There
is no doubt, my friends; that the farmers of this- Nation and
the laboring people of this Nation and many clear-headed busi-
ness men - believe that Mr. Ford's proposition should be- ac-
cepted; Whether you agree with them or-not, and I' am frank
to say I'do, I believe that the membership of this House at the
present-time ‘are possessed of all the knowledge that' they will
ever have with reference to this proposition.

Mr. WILLTAMSON: Will the gentleman yield?

Mr. SANDLIN: No; I will not,

The CHATRMAN, The gentleman declines to yield.

Mr: SANDLIN. You and your party have had quite a leng
time to operate on this matter, and I have only a short:time
yielded ito me to protest against your failure to act; Please let
me alone, with all due respect. [Applause and laughter.]

We come-here to Washington and discuss various matters,
and sometimes forget what the people at home are interested
in-and talking about. I dare say there: is-hardly a Mémber
of this bedy to-day whose people at home are not:discussing
the proposition of Henry Ford with reference to Muscle Shoals,
and they want us to take favorable action in the matter. I'de
not: believe this Congress or this administration will accept
Henry Ford's proposition, but in the interest of the whole peo-
ple this matter ought to be settled one way or:the other. Last
August the gentleman from Wyoming [Mr. MoxprrLL], the Repub-
lican floor leader:in this body; promised that this:matter wounld
be- settled in o short time. Now we have come nearly: tothe
day of adjournment of this Congress, and it:is-evident that no
aetion will be taken,

I honestly believe that if the names of those men who are
spoken of as candidates for President of the United States
were written:on a ballot: to-day and'put in the-hands of the
voters of this country you would be surprised at'the number
of‘votes -that Hénry Ford would receive to put him in a posi-
tion to say who should take over Musclé Shoals. And while I
Know that Republican leaders will not accept my suggestions
here, but'will ‘treat them lightly, mark my words: If this Con~
gress does not accept the proposition of Mt Ford, he-is going
to throw a monkey wrench into somebody’s aspirations for: the
Presidency. [Applause.]

Mr. STAFFORD. On behalf of the gentleman from Kansas
[Mr. AxTHONY], I!yiéld! five minutes to the gentleman: from
Kansas [Mr. TITTLE],

Mr. LITTLE. Mr. Chairman, the State of Kansas pays 10}
cents a bushel to send its wheat to Chicago. It costs 21 cents

sourl River:

immediate consid-

more & bushel ' to- get+ that: wheat: to Liverpool. That-is: 313
cents. We are shy just that much on every bushel of wheat
that we ship: to- Liverpool. You can ship wheat frem: New
Orleans to Liverpool for 8 cents. Youw can send it by barges
and ' tugboats: by river, from: St. Liouis. to New Orleans for: 8
cents. That is.16 cents., If we could get the.tugs and barges
running from Kansas City to St. Louis and on down-the river
we could’ send our-wheat'to New Orleans:for-about 10 cents
a-bushel. Eight cents to Liverpoo! would make 18 cents. We
would ' save- the difference between 18 cents and' 31} cents;
which is 133 cents a bushel. In 1921 Kansas raised 128,000,000
bushels of wheat! At' 13} cents a bushel that:would be over
seventeen and one-half’ mildon dollars., It you will give us
a:million and ahalf dollars-a: year to fix the Missouri River
for a few years-we will have a:400-mile 6-foot channel to Sk
Louis; then save $17,500,000 a year for the farmers.

Mr; FREAR: We have already put' $35000,000 into the Mis-
The Government has-expended 'that:much money
on that river:

Mr. LITTLE. Yes; but'you stopped:it-just as you got it
well under way-and a 6-foot channel 'for 350 miles of ‘the 400
between-Kansas City-and 'St. Louis ; and I'want to say that the
men who assassinated ' the  Missouri' River are the greatest
enemies - the western: farmers in this country have ever had.
That is the greatest river in the world—from the Rocky Mouan-
tains to-New-Orleans. The-States that lie-along it and are
tributary - to- it' ralsed 380,000,000 bushels of® wheat in 1021;
practically half the wheat raised in this country, If they
could ship their wheat to New Orléans by that river it would
mean 4 saving to-them of $50,000,000 a year. Talk about what
you do with your rivers and harbors! You will' do more
good by fixing the Missourt River.than by any other meney you
spend on any other waterway or the ocean. itself. It' flows
through the greatest wheat countryin the world—the Missouri
Valley. Half the wheat' of your country- comes from there:
The people of that valley can not- only greatly increase the
value of their-crops and’add immensely to the- resources of
thatrgreat farming region, the greatest in-the world, but they
can sell wheat-and flour to the world cheaper than in any other
way the world 'can get-it. Why is it not:done?

When I'was a little boy along the Missourl River it floated
more steamers than any other river in the United ‘States except
the Mississippi and the Ohio. It ran bigger steamers than
any other river in the world execept' those two. What has
become -of them? I can tell you. The railroads killed thems
They  began- with-a holler about a pork barrel. They-got hold
of three or four little rivers up here and proceeded to make a
great fuss about them. The rivers of this country have never
cost this Government more than $400,000,000 in all its history.
Yet the railroads have taken from us, to start with, the wealth'
of half a world. They can not accommodate their customers,
let' alone doing it at reasonable rates. They are opposed to
these cheap rates by water. The railroads had a pass in the
pocket of every politician. They had'a pass in'the pocket of
every editor; and they began by bringing out'thelittle story
about the pork barrel, and it got to be very funny; te ridicule
taking care of the Missouri: River; the pathway provided to
the sea for-the-wheat country, It:actually ruined the Missouri
River. Seventeen million five hundred thousand:dollars last
year: was taken from our: State by that:joke. That was not
all; they: also refused cars, and we lost millions because we
could not get to market. The barges would have taken it down
the Missouri and to market when wheat was highest. Kansas
in 1921 lost $30,000,000 it could have made if it had 50 miles
more of 6-foot-channel on the river to St. Louis.

The:CHAIRMAN. The time of the gentleman from Kansas
has expired..

Mr. STAFFORD. Mr. Chairman, I yield 10 minutes to the
gentleman from New. York [Mr: MAcCGREGOR].

Mr. MACGREGOR, Mr. Chairman, there has beeny much said
in this. House upon the subject of State taxation of national
banks.: It is-probable that very few of the. Members.know
what the troubleds. To one not acquainted with the laws and
procedure with reference to taxation in .the various States the
question: seems to. be hopelessly involved; Although. I, have
listened : to) many witnesses, had, the benefit. of more or less
illuminating speeches: by various Members, have read the hear<
ings and sought to comprehend what is being driven at, I con-
fess:.that I am still somewhat hazy,

I want to state. my -conception of the.situation:
wrong I want to be righted.

The:war of: words centers, about the phrase in section, 5219
of . the Revised Statutes:of the United States permitting. the
taxation by the States of the share of stock of national banks.
This phrage is *“ that the taxation shall not be at a higher rate

I T amy
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than is assessed upon other moneyed capital in the hands of
individual citizens of such State.”

The statute has existed in this form since 1864,

Under the old general property method_of taxution prevail-
ing in most of the States up to recent years no trouble arose.
Under that system there were two classes of property, real
and personal, but both bore the same rate of tax. Personal
property bore but a very small share of its burden because of
the difficulty upon the part of taxing officers of finding the per-
sonal property. Much of that escaped and various methods and
means were adopted to ferret it out without much success.
In recent years many of the States have adopted the income
tax and placed a low rate of taxation upon income, upon the
theory that if a low rate was imposed there would not be such
a great temptation to concealment. The present difficulty has
arisen out of the fact that the income-tax States have sought
to place a specific tax upon State and National bank shares
as a separate class and considered that they were not violating
any law by doing so. They conceived of “ moneyed capital® as
being confined to capital invested in State and National banks.

It is now conceded uas established by decisions of the United
States Supreme Court that “ moneyed capital in the hands of
individual citizens ” includes all moneys as such used by banks,
private or incorporated, or by indlviduals for purposes of profit.

Under some income tax laws individuals, copartnerships, or
corporations engaged in the money business other than State
and- National banks are not taxed upon capital but only upon
income.

Thus it is held that a diserimination exists against national
banks contrary to the express provisions of section 5219 of
the national bank act.

The question is of vital importance because millions of dol-
lars dre involved., It is of direct importance to local commu-
nities in some of the States, as the taxes derived from the tax-
ation of these banks are used for local purposes. If Congress
is powerless to validate taxes heretofore pald, millions upon
millions of dollars must be paid back to the banks on account
of taxes pald under protest, As to the future the question
should be settled as the tax laws of the States must be amended
to conform to the determination of Congress, and until that
is done there will be a condition of great confusion in every
village and county and town where a State or National bank
iIs located.

The tax commissioners of the States come to Congress and
ask that section 5219 be amended so that they may continue to
tax State and National banks upon a different basis than is
used as to * other moneyed capital.”

The national banks oppose this request and ask that the
statute remain the same or, if any change is to be made, that
it only be altered to permit the taxing of income at the same
rate as income from other moneyed capital.

The House has passed a Dbill—H. R. 11939—which simply
adopts the definition of the Supreme Court as to * moneyed
capital ” and provides that in income-tax-hases States an in-
conie tax may be imposed upon the bank in lieu of a share tax,

The language is as follows:

(a) That the tax imposed shall not be at a greater rate than is
assessed upon other moneyed capital in the hands of the individual
citizens of such State coming into competition with the business of
national banks.

(b) That in any State where a tax in Hen of a property tax is
asgessed upon the net income derived from such other moneyed capital
such State may, in lien of a tax on the shares, impose upon the bank
an income tax assessed upon the net income of the bank, but such tax
shall not be at a greater rate than Is assessed on the net income of
such other moneyed capltal.

Thus the House declined to meet the argument of the State
tax commissgioners that it was not feasible to adapt their systems
of taxation to the rule set up by section 5219. What the House
virtually says Is that if the States desire to tax national bank
shares they must put in vogue the old method of using coercive
or persuasive measures to ascertain how mueh Bill Jones, in
Hicksville, has put out upon notes and what profit he has made
and how much he made in shaving them, and place a tax upon
that profit in addition to the income tax that he pays. It must
be remembered that, at least in New York State, the holder of
the bank share pays a tax of 1 per cent upon the shares in
addition to an income tax upon the dividends. Business corpo-
rations pay a tax upon net income, and in addition the holder
of the stock pays a tax upon dividends.

The opposition to the placing of the State and National banks
in a class by themselves for taxing purposes are conjuring up
the usual bugaboo of Wall Street,

The picture attempted to be painted by certain gentlemen
upon the floor is that they are like knights of old clad in armor

and bearing a spear engaged in a bitter confest with a dragon
that would devour and destroy the substance of the people
unless they were protected by these valiant defenders.

They remind one of Don Quixote fighting windmills, T sup-
pose in southern and western hamlets they frighten children by
telling them that if they do not look out Kuhn, Loeb & Co.,
J. P. Morgan & Co., Lee, Higginson & Co., or Midder, Peabody
& Co. will get them, but when they want to bring some sem-
blance of modern civilization into their communities they plead
with these same blood monsters to help rescue them from
barbarism,

These financial organizations are not local to New York or
Boston. Their activities extend to the whole of the United
States. They reach into the small community and across the
seas; they bring prosperity and the blessings of civilization
to the backward States and localities awaiting development ;
they gather together and invest the united capital of the whole
Nation with the attending benefit of all of the people of the
country.

When New York, howsoever feebly, demurs to the growing
and disastrous practice of Federal aid in State activities the
cry arises that New York makes its money out of the other
States and thereforé should not protest, but there seems to
be a prevalent tendency upen the part of the other Stafes
which are the recipients of the bounty of New York to * bite
the hand that feeds them.”

In the anxiety of some gentlemen upon the floor of this
House to pose as valiant knights engaged in hand to hand
contest with money-thirsty mousters, they are willing that the
State and national banks shall reap greater profits and build
up greater surpluges. They would not spoil the picture by
requiring the banks which take a greater toll from the people
than anyone else to use a portion of it for the alleviation
of the burdens of taxation from the backs of those who help
to contribute to the swelling of bank surpluses.

Theoretically it Is proper that State banks, national banks,
private banks, financing institutions and private individuals
loaning money for a profit should be upon the same basis of
taxation. For untold years tax experts endeavored to do
this very thing but failed. Many, many methods were- tried
to ferret out the concealed wealth of the country without
SUCCess.

There is no possible objection to the taxing of the capital
engaged in competition with banks, but we should be prac-
tical and not theoretical. It might be perfectly feasible to
ferret out just how much capital is employed by the great
financial institutions which have been inveighed against with
so mueh gusto, but If you tax them upon their capital is it
also necessary, in order to prevent inequality, to find every
individoal in the State who is using his capital or any portion
of it to the same end? :

The reasoen advanced for nof permitting State and national
banks to be placed in a separate class for taxing purposes is
that it would be giving the power to States to tax the national
banks out of existence. But why this sudden fear? No one
seemed to think about this danger before some astute lawyer
raised the question as to whether * other moneyed capital”
did not extend beyond the capital used by banks, For 20
years the State and national banks in New York State have
been taxed as a separate clasd. During all of this time
there was no such fears as are now expressed that they were
diseriminated against.

The whole proposition seems to be that the banks desire
to escape taxation. They have succeeded in securing an in-
terpretation of words different than the heretofore accepted
definition, and having secured their point of vantage they are
beating tomtoms and raising wild fears of destruction to the
banking system of the country by wolfish legislatures. I can
picture the gleeful chuckle of the banker as he contemplates
the shifting of taxation from himself to the backs of the
people who are contributing to his pile of gold through
many methods that partake of the nature of unsury. I can
contemplate the satisfaction of the farmer when he appre-
ciates the fact that the village banker is going to load his
pait of the burden of local taxes onto his patrons and enjoy
his profit from loaning money to them free and clear upon
the theory that * If you can't get the other fellow, you can't
get me.” ;

It is perhaps not considered proper to discuss legislation
contemplated by the gentlemen at the other end of the Capitol,
but inasmuch as the etiquette has already been violated a little
more violation will do no harm,
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The Senate committee to which the House bill was referred
has reported a substitute which provides for taxation of the
shares of national banks in one of three ways:

1. By taxation of shares, provided that “ the rate of taxa-
tion shall not be higher than the rate applicable to other
moneyed capital employed in the business'of banking within the
taxing State,” and provided further, that “ said rate shall not
exceed the average of the rates applied in said State to shares
in merecantile, manufacturing, or business corporations doing
business in said State or in such of said corporations as are
taxed therein.”

2. By including dividends derived from shares in the taxable
income of an owner or holder.

3. Taxing the net income of the bank, providing that the
rate of taxation upon the net income shall not be higher than
the highest of the rates imposed by the taxing State upon the
net income of mercantile manufacturing or financial corpora-
tions doing business within its lmits.

Inasmuch as the time is limited within which Congress can
act to give relief to the situation that is causing great con-
fusion throughout the whole country I believe that it would be
wise for the House to study the proposal of the Senate so as to
be in position to act speedily in the event that the Senate passes
it and sends it to the House. So far as New York State is
concerned the settlement of the controversy is of vital impor-
tance to every community, as the tax is a local tax and the tax
status of every villuge and town will be in confusion until it is
settled. The question is a perplexing one because of the differ-
ent methods of taxation in vogue in the various States of the
Union, So far as I can see the House bhill offers no relief to
New York, °

The Senate bill 1s a vast improvement over the House bill.
The House bill gives no relief, but adopts a definition of the
Supreme Court of other moneyed capital.

Mr. SNYDER. Will the gentleman yield?

Mr. MAcGREGOR. Yes.

Mr, SNYDER. Does the gentleman understand that many
banks are paying the taxes?

Mr., MAcGREGOR. They always did pay the taxes without
protest.

Mr. SNYDER.
cigion?

Mr. MAcGREGOR, Yes; but the big banks have been pay-
ing It under protest,

The CHAIRMAN.,
York has expired.

Mr. SISSON. Mr, Chairman, I yield 45 minutes to the gen-
tleman from New York [Mr, CoCKRAN].

Mr. COCKRAN. Mr. Chairman, a speech delivered here a
few days ago by the gentleman from Georgia [Mr. UpsHAW]
embodied accusations of a very grave character against Mem-
bers of this House. It charged them not merely with commis-
sion of lawless acts but with having made a building furnished
by the Government to facilitate our task of enacting legislation
the theater of gross violations of law. I have not taken the
floor to answer that imputation. The ordinary presumption of
law that publie officers have performed faithfully their full
duty surely extends to the building in which these duties are
discharged and assumes that It is always occupied for the pur-
pose that caused its erection. That particular speech, as far as
I am concerned, which began with a rhyme and was continued
without logic to a conclusion without reason, is completely an-
swered by stating that doubtful as is the quality of its opening
verse, yet nevertheless there was more poetry than truth in the
whole production. [Laughter.] :

But, Mr. Chairman, it was said by Herbert Spencer that as
there is a soul of good in things evil, so also is there a soul of
truth in things that are themselves untrue. And the late Mon-
gignor Hugh Benson, as profound in philosophy as he was elo-
quent in speech, insisted that it was this soul of truth in a
false statement which gave it any force whatever. A statement
wholly untrue, he said, would fall completely stillborn from
the lips that uttered it and never get into circulation at all.
Now, even this speech of the gentleman from Georgia contains
a soul of truth, and it is this; that so far prohibition has utterly
failed to prohibit. All efforts to enforce it in certain localities
have resulted in failure so complete as to evoke the extraordi-
nary denunciations which the gentleman from Georgia scat-
tered right and left on this floor.

Mr. Chairman, there is much stronger and much welghtier
testimony than that of the gentleman from Georgia to the com-
pleteness of this failure to enforce prohibition. It is the
statement of the President that disregard of the eighteenth
amendment and of the laws passed to enforce it has become so
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And many banks have paid it since the de-

The time of the gentleman from New

widespread and so open as to constitute a grave national
scandal.

Now, Mr. Chairman, the bootlegger and the other sinister
elemenfs .which have been called into existence by futile at-
tempts to enforce this measure are regarded by most people
as sources of amusement. I view them in a very different light.
I think we have here one of the gravest conditions that ever con-
fronted the American people. Persistent disregard of law by
persons not habitually lawbreakers, who belong not to the class
from which lawbreakers are recruifed but to the best elements
of our society, is a calamity so grave that unless it is remedied
speedily and completely the authority of our Government will be
undermined and its very existence seriously imperiled.

Everyone will admit that unless respect for the law be
restored obedience to law is impossible How is it to be
restored?

Respect for law can not be restored by force. It is the un-
broken lesson of all history that no law can be enforced in
any locality against the opposition of a large majority of its
inhabitants. And for that reason in certain localities of this
country the prohibition amendment can not be enforced; even
though its enforcement be attempted by all the resources which
this Government can employ. Whether this be morally right or
wrong, whether it be politically desirable or undesirable, it is a
fact, I repeat, capable of demonstration. And as such it must
be faced by the lawmakers info whose hands in large degree
the task of providing for the safety of the country is committed.

I doubt if any gentleman here in his heart believes that this
law can be enforced. History teems with instances of attempts
to enforce obnoxious laws by governments in different parts of
the world, and it records the failure of every one. It also tells
in lurid characters the evil results of these attempts, constantly
repeated through all the ages, always unsuccessful, but often
causing the ruin of the governments that undertook them.

Mr, Chalrman, our own country became free—it overthrew
the authority of England—because of an attempt to enforce
upon the people of the Colonies a statute, lawfully passed,
entirely constitutional, but which was in conflict with their
customs and against which their patriotism revolted. The great
parliamentary revolution in England, which subverted the Eng-
lish throne and cost an English king his head, was caused by
an attempt to enforce payment of ship money, a perfectly lawful
tax—so declared by a majority of the 12 judges of England
assembled in solemn tribunal—but which the people regarded
as unjust and refused to pay. And in the domestic chronicles
of every nation we read again and again of statutes passed
with all proper formality, but disregarded generally, and of no
actual authority whatever.

A great lawyer—I think the greatest of his time, if not the
very greatest who ever adorned the professional life of this
country—the late Mr. James C. Carter, for many years the
undisputed leader of the American bar, devoted the last seven
years of his life, after he had retired from active practice, to
writing a series of lectures for the Harvard Law School upon
the philosophy of law. The main proposition underlying them
was that all law is merely custom, that no statute can have the
force of law which does not enforce customs already established
in the locality affected by it.

In every community there are some few elements hostile to the
views of the majority and disposed to resist their customs. The
function of law as he defined it was to impose on this recalci-
trant minority obedience to customs already established by the
great majority. Of course, he did not include in this definition
of law statutes providing for what has been aptly called muni-
cipal housekeeping—the building of bridges, the cleaning of
streets, the delivery of letters, and other facilities for de-
veloping commerce and promoting the general comfort. But
every attempt to regulate by statute the relations of men toward
their government or toward each other which did not embody a
custom already established he held was incapable of enforcement.
Instead of producing order, it was always a source of confusion
and disorder. Surely no greater illustration of that truth can
be found than in the experience of our own country with refer-
ence to the fourteenth and fifteenth amendments.

Mr. Chalrman, the President has announced his intention of
enforcing the eighteenth amendment by all the power that he
can command. I am glad of it. I am glad the attempt will be
made, because I believe that the result will be another demon-
stration of the utter futility of attempting to control the cus-
toms of men by enactments placed upon the statute books. He
has asked, I believe, for $8,000,000 to carry out this purpose. I
have voted for it. I would cheerfully have voted him $80,000,000
to prosecnte the experiment to its utmost conclusion. But after
he shall have employed all of the agencies with which $8,000,000
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_or $80,000,000 can supply him, will he have any greater re-
sources at his command for this purpose than were actually in-
voked to enforce the fourteenth and fifteenth amendments?

I suppose there are some gentlemen here—I know there is
one—who ean recall the days after the Civil War when the
fourteenth and fifteenth amendments were added to the Con-
stitution, and all the power of the Government was exer-
cised to enforce them. Not merely was it attempted to en-
force them, but for a while they actually were enforced. The
negroes were given the suffrage and they actually exercised it.
They had all the power of government in their hands. They
controlled the legislatures, the courts, the police, and the
executives in the Southern States. And back of all these was
the National Government in all its branches—both Homnges of
Congress, the Federal judiciary, the Army, and the Navy—
every element and force that civilized government could
organize, and all failed.

The amendments perished of their own weight. They are a
dead letter in the States which were opposed to them. The
negro is excluded from the suffrage. Over the fourteenth and
fifteenth amendments the waters of defeat have rolled, and I
believe their authors would rejoice if the waters of oblivion
covered them also.

Mr. Chairman, since Mr. Harding can summon to his aid for
the enforcement of this provision no agency that was not em-
ployed to enforce the fourteenth and fifteenth amendments, the
results of his efforts will be exactly the same. The only ques-
tion is hiow soon will the people of this country decide that their
laws should conform to the customs of the people. It may take
a long time, and during that period we will have bootleggers
busier than ever; we will have them reaping larger profits; we
will have people amusing themselves with violation of the law
and treating it as an excellent source of humor and jest, to the
grievous injury of morals and order. But when the demoraliza-
tion which such conditions must necessarily produce shall have
been remedied by abandonment of this attempt to invade the do-
main of personal liberty, then I think the people will turn to
discovering the soul of good in the prohibition movement, which
it undoubtedly contains, and to making it available for the wel-
fare of society.

That it is utterly impossible to enforce the eighteenth amend-
ment, no matter what agencies are invoked, may possibly be
disputed by some gentlemen here. Well, by waiting we shall soon
see. The appropriations we have made indicate that the experi-
ment of attempting to enforce it by all governmental agencies
will be pressed fo the end.

Meanwhile I think this much is absolutely certain: If the
eighteenth amendment should ever be made effective it will not
be by this Government—not by this republican Government of
ours—but by another Government which will be developed and
called into existence by employment of the agencies which
must be invoked to make enforcement successful. For the very
idea that underlies this amendment is utterly repugnant to
every element of democracy. And, therefore it can be en-
forced only by subversion of the Government, which is the em-
bodiment of democracy.

What is the object, the real ultimate object, of prohibition?
By the declaration of its advocates and its supporters them-
selves, its object is to make men good, to improve their morals.
I do not think any prohibitionist will dispute that definition.

But this is precisely what no government can succeed in
doing, and which no democratic government can undertake to
do without wviolating principles that are absolutely funda-
mental.

Ever since government was established on earth some men
have attempted through exercise of Its coercive and punitive
powers to improve the morals of people subject to its authority,
and always with results the most distressing and, indeed, the
most shocking In all human experience. Governments ean not
improve men. It is the task of men to improve governments.
Government always reflects the quality of the men and women
who are its subjects. Despotisms may and frequently do pre-
scribe rules of conduct for individuals In all their avoeations.
Democracy can take no step in that direction without violating
its essential principles so deeply as to imperil its existence.

It must be conceded—surely nobody will dispute—that the
essentinl difference between a democracy and all other sys-
tems of government is that democracy assumes the people—not
any number of them, or any class among them, but the whole
people—are the safest depository of power. And this principle
necessarily rests on the belief that the people—the masses of
the people—are always governed by morality and love of
Justice.

All other governments are based upon the theory that men
are natorally so debased and depraved that if each one were
left free to dispose of his own energies he would refuse fo

work; preferring to trust for his subsistence to plunder of his
fellow men rather than to the labor of his own hands; and that
if control of government were intrusted to all men its powers
would inevitably be abused and perverted by the poor, who are
always a majority, to oppression and plunder of the rich, who
are always a minority.

Democracy, on the other hand, Is baged on the belief that men
if left free to dispose of their own energies will work _nst as
diligently and much more effectively for a share of what they
produce—that is to say, for wages—than men have ever worked
through fear of the lash; and if all are given an equal voice
in the control of government its powers will not be perverted
to the oppression of any, but will be exercised for the protection
of all subject to its authority. In a word, democracy is built
on faith in human virtue; all other forms of government on
distrust of human vices.

Until the establishment of this Republic democratic govern-
ment did not exist in the world. All the experiences of our
national life prove conclusively that while the people, being
human, are liable to error, yet a government controlled by them
will come nearer to establishing perfect justice and to be admin-
istered with wisdom than any other that has ever been organ-
ized by civilized man. Never has a political experiment been
crowned with such success nor blessed with such valuable fruits;
nowhere is property so secure; nowhere is justice so impartial
or so effectively administered ; nowhere has prosperity been so
general nor happiness so unclouded as in this land, whose Gov-
ernment rests upon faith in the virtue of all men. _

But what is virtue? Is virtue obedience to law enforced
through fear of punishment? If that be the case, virtue is most
extensive and at its highest in the penitentiaries. [Laughter.]
What is virtune? It is voluntary observance of the moral law.
No conduct, however Irreproachable, can have any claim to
merit unless it be the product of free will. That man deserves
no credit for going right who has not been free to go wrong.
It is the exercise of free will in obedience to the law of
justice—the law of Heaven—which constitutes individual vir-
tue; that virtue which is the sole foundation on which free
institutions can securely rest.

It is the very essence of the Christian moral law that while
man is capable of sinking to depravity that is indescribable,
80 also is he capable of rising to improvement that is immeas-
urable; Improvement so vast that God Himself could assume
human nature, not the semblance of it, nor the appearance of it,
but the substance, the reality of it, without any injury to His
Divinity. All experience shows that not until he has reached
the degree of improvement which Christianity has made attain-
able is man fit to support the burdens or enjoy the privileges
of democracy.

It is also an essential feattre of the Christian moral law that
no man can be improved in morals by government or by any
agency except himself. The Christian revelation was not given
to a government. Not a word of it was addressed to a ruler,
nor to a senate, nor to a committee, nor to an aggregation of
men. Hvery word was addressed to the individual, enjoining -
him to effect his own improvement by observance of its injune-
tions. He is commanded to govern himself but to refrain from
attempts to govern anybody else; to Judge himself with severity
but he must never assume to judge his neighbor. From the lips
of Divine Gentleness words of reproach seldom issued, except
to those who violated the injunction, Judge not lest ye be
judged ; be not critical of the mote in your brother's eye, but
be careful to take the beam out of your own eye. Who, then,
in a state of Christian clvilization has any right to judge
the morality of my own conduect but myself? If I choose to
abstain from lignor or any other Indulgence of my own free
will, it is ereditable to me. But if I observe the same abstinence
under terror of the policeman’s club, I am entitled to no credit
whatever. 3

Of eourse, no one can question the right of the Stata to en-
force obedience to all laws enacted within the scope of its
legitimate domain. What is that domain? Democracy holds
that everyone has an inalienable right to a certain measure of
liberty, To defend that right is the object for which demo-
cratic government is organized. What 1s that measure of lib-
erty? It is that measure which each man can enjoy equally
with every other man. While government remains within the
natural scope of its authority, leaving each man or woman free
to do anything that does not injure anyone else, Its laws will
be obeyed without invoking any force to make them effective.
But every attempt to enforce morality upon people through
government has always been productive of disorder, frequently
of the worst cruelties that have ever disgraced human nature,

Man has always been capable of doing violence to his brother;
of killing him under the influence of passion. But where ap-
petite. lust, fear, thirst for vengeance, moves the slayer he is
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always satisfied by the death—the prompt death of the person
standing in the way of gratifying his desires. He never becomes
go perverted from all the instincts of humanity as to torture any
man in addition to killing him, except under one influence and
that is of fanaticism. And what is fanaticism? It is a purpose to
make men good, not according to their own conscience and by
their own free will but according to some rule prescribed by
others. And this fanaticism, I repeat, has been the source of
the most horrible enormities that have ever disgraced humanity.

I have read in history of awful cruelties practiced by some
men upon others, but I have failed to discover a single one
that was not the fruit of fanaticism—the atfempt of some men
to regulate by law the conduct of others. And if this eighteenth
amendment can be made effective, to what extent may not gov-
ernment go in regulating every action of our daily lives?

There is nothing that can be sald in favor of this scheme to
regulate what men may drink that would not apply with equal
force to regulation of what they may eat or what they may wear
or wlat they may'do. There are, indeed, some who seek to justify
prohibition as a measure to guard public health, elaiming that
the use of alcoholic stimulants in any form is dangerous to
physical well-being. I deny it. There is no evidence whatever
to show that the use of light wines and beers has ever injured
anyone, certainly none sufficient to outweight and overbalance
the unbroken experience of mankind in all countries and in all
centuries. But, however this may be, it is certainly true that
alcoholic drinking has not caused half the injury to health that
has been caused by excessive eating. Doctors differ about the
effects produced by use of intoxicants, but they are absolutely
unanimous in telling us that most men are actively digging
their graves with their teeth long before the sexton becomes
active in their behalf with a spade in the cemetery. About
the truth of that statement I think there is mo doubt what-
ever. Are we next to have a constitutional provision pre-
seribing what men may eat? It would be just as reasonable,
just as justifiable, as this eighteenth amendment. And when
our food as well ag our drink is regulated by law, there will
still remain the fact that irregular hours of work is a frult-
ful source of physical disorders. How long will it be before
the hours at which we are to rise and the hours at which we
must go to bed shall be fixed by statute—the hours when we shall
work and the hours when we shall rest? There are ten thou-
spand times stronger justification for such enactments than for
prohibition. Because in the case of unwholesome food and
irregular hours there ean be no question of the evil conse-
quences they bear, while with respect to light wines and beers
there is, as I have said, no evidence that anybody was ever
hurt by them. And I do not think there is any evidence that
anybody ever got drunk from use of them.

And then after our food and drink and our hours of labor
are fixed by law, there will still remain the character of our
occupations for our Government to regulate. For it is com-
mon Eknowledge that some employments are more trying to
health than others. And when all these are regulated and pre-
seribed by statute there are a great many people who believe
that clothing—especially feminine clothing—is frequently a
source of physical ills. And so we will probably have a stat-
ute prescribing the length of the female skirt, and perhaps
the degree to which a lady may expose her shoulders to the
admiration of her friends. And then, when all these measures
are enacted, the conditions produced by them will not be
original. There is nothing original in vice or in folly, as 1
have often pointed out on the floor of this House. We will
have simply extended the domain of the penitentiary over the
whole field of society. For all these things are regulated in
the penitentiary. There the hours of labor, the nature of em-
ployment, the food, the clothing of its inmates—all are pre-
seribed and determined by the Government.

What shred of democracy, what fragment of freedom would
remiain to a people in a country governed by such laws?

Mr, Chairman, I have said that attempts to regulate morals
and improve them by statutes—well intentioned though they
may have been—have caused the worst cruelties, the blackest
persecution which stain the record of humanity. And this is
mentioned not as an abstract reflection but as a warning against
dangers which are very real and ominously imminent. Con-
tinued attempts to enforce prohibition—persistence in the effort
to make men good by law—must in the very nature of things
bear the same fruit here that it has always borne. It will light
the fires of persecution in this country as it lit them in Smith-
field more than three centuries ago and as it has lit them in
every country where similar attempts have been made. Nay; it
has already lighted them.

At the Democratic National Convention two years ago, in an
effort to have a demand for modification of the most drastic

features of the Volstead Act embodied in the party platform,
I ventured to point out that attempts to regulate morals always
resulted in aggravating the very immoralities they were in-
tended to suppress, while at the same time they led inevitably
to perpetration of enormities that were hardly conceivable,
That statement was derided at the time as rhetorical extrava-
gance, Well, the possibility against which I then sounded a
warning is to-day an actual condition in our country.

In the newspapers during the last few days there have been
accounts of a tragedy in Louisiana so unspeakably horrible that
a great many of us found it difficult to believe that such
enormities could possibly be perpetrated by human beings. In
fact, a leading article in the New York Times, after the bodles—
the mutilated bodies cast into Luke La Fourche—had been found
and after the frightful injuries which had been perpetrated upon
them before death had been proved by overwhelming evidence,
expressed disbelief in the whole report as absolutely irreconcil-
able with human nature. And that statement was perfectly
natural. It is irreconcilable with human nature except under
the influence of fanaticism. Fanaticism—that is to say, govern-
ment regulation of morals run mad—it is now clear can produce
enormities worse than any ever yet perpetrated—so unspeak-
able that even human imagination can not conceive them.

I have mentioned the tortures with which we have become
famillar through the study of history. I have read of Chris-
tians wrapped in cloths saturated with oil and then set afire, to
light the footsteps of Ceesar on his way through the streets of
Rome to the temple of worship or the scene of festivitieg in
honor of the gods. Why? Because Christian men and women
refused to burn incense before some tutelary deity of the pagan
world, and this was considered gross depravity by the law-
makers of the time, To eradicate it from human society men
and women of the purest lives and noblest characters were
thrown to wild beasts, torn apart with red-hot irons, scalded in
caldrons of boiling oil, roasted on gridirons, and all this, not by
the rabble or the worthless, but by elements that were consid-
ered the best of the community. In later years the thumbscrew
and the rack were employed with dreadful freguency, not to
make men bad, but in a perverted notion of making them good.

I have seen at Nuremburg that metal figure known as The
Maid, which when opened disclosed a chamber the sides Ilined with
sharp spikes and these closing upon the victim of fanaticism
made death as agonizing as it was slow. Yet in all history
there is nothing recorded of ferocity and eruelty which parallels
that hideous slaughter and torture in Louisiana. If excludes
the torturers from all right to be classed among elements
of humanity—to be classed even with the brutes. For the
brute does not destroy his fellow brute and prolong the kill-
ing to enjoy his dying agonies. He kills that fellow brute
because he fears him, or because he wants something which
that brute holds or threatens to take; and when he kills him
he does it as fast as he can, just as a human being perpetrating
murder to gratify any ordinary passion or impulse accomplishes
the erime as rapidly as possible and then in frantic haste flees
from the scene of it. It is only under the Influence of fanaticism
this fanatical desire to make men good, not according to their
own free will but according to the notions of others, that such
fiendish enormities could have been possible as have been per-
petrated here in our own country by men calling themselves
apostles of morality and order. This horror can not be ade-
quately deseribed in words, because words are evolved from
experiences, and, thank Heaven, the world has hitherto been free
from any such experience. It can not be called savage, because
no savage ever inflicted injury so fiendish. It can not be called
bestial without grave injustice to the beasts. It can only be
called Ku-Kluxism and left at that. [Applause.]

This is not the time nor the place to denounce in adequate
terms that particular manifestation of unparalleled human
ferocity, I mention it only to emphasize that these fiends in
human shape who sank to such awful depths of ferocity were
not the evil-disposed people of the community. They are said
to be the best people. And I do not find, according to the
testimony, now coming out that they ever undertook an act
of violence for any other reason than to enforce what they
conceived to be the moral law. A man is flogged or killed
or tortured in ways that can not be described with decency
because he is a bootlegger., A woman is taken from her home
and sent adrift in the woods and the darkness of night
because they think her morals are below the standard which
they have prescribed for the regulation of human conduet.
There is not & suggestion that the perpetrators of these
outrages were moved by any desire to make men bad accord-
ing to their notion of morals. And, indeed, it would have been
impossible for any human beings—for any beings with the
semblance of humanity—to have perpetrated these diabolical
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enormities if they had not been under the mistaken but grossly
perverted impression that they were advancing the cause of
morality.

Mr. Chairman, this warns us, or should warn us, that Al-
mighty God, who has specifically reserved to Himself the
right to punish for violations of the meoral law, will not
suffer any man or sociefy to usurp His authority. From the
dawn of creation men have attempted to invade His jurisdic-
tion in this respect, and the result has always been that
they have turned into fiends by the awful deeds they perpe-
trated. It must now be perfectly clear that when the State
or any of its members invades that domain which God Al-
mighty has reserved for Himself, by undertaking to enforce
any notion: of meorals on human beings by the club of a
policeman, hideous results inevitably follow, of which this
Louigiana butchery and torture are the latest examples.

Mr. BLANTON. Will the gentleman yield?

Mr. COCKRAN, Certainly, but I may have to ask for a Iittle
more time.

Mr. BLANTON. Concerning the nonenforcement of the Vol-
stead Act, is-not the great trouble, after all, in the fact that too
many distinguished Members vote $8,000,000 to the President
to enforce the law and then place $80,000,000 of obstacles in
his way by obstructive speeches?

Mr. COCKRAN. I know of no such obstruction that could

be created by any speech. The obstacle is not one that can be
created. It is inherent in the scheme itself, as I have been
endeavoring here to point out. [Applause.]
- Mr. Chairman, the interruption of the gentleman from Texas
has somewhat diverted the current of my argument. I will
endeavor to resume it, but I may have to ask the gentleman
from Mississippl to give me a little more time.

Mr. SISSON. How muech time has the gentleman consumed?

Mr. COCKRRAN. About 35 minutes, I think.

The CHAIRMAN, The gentleman from New York has six
minutes remaining.

Mr. SISSON. I will give the gentleman five minutes more.

Mr. COCKRAN. I will perhaps be able to get through sooner
than that.

Mr. SISSON. I will give the gentleman 10 minutes, if that
will satisfy him.

‘Mr. COCERAN. I ask for additional time, not to satisfy
me but to satisfy the House so far as I can.

Mr. Chairman, I shall endeavor to utilize the additional
time placed at my disposal by the kind forbearance of the
gentleman from Mississippi, in pointing out the soul of good
that can be found in this evil thing—the attempt to control
men’s morals and men’s individual actions by the operation of
law and the policeman’s club. Here we can get a great deal
of light from the experience of the Southern States in dealing
with the fourteenth and fifteenth amendments.

It is not necessary to remind gentlemen that the fourteenth
and fifteenth amendments have not been nullified throughout
the entire country. In the vast majority of States they are
in full operation now. Nobody would think of suggesting
repeal of them. Why? Because in these parts of the country
they do not conflict with any customn or usage or patriotic
belief of the people. In the South conditions are different.
There opposition to them is general and insuperable. I have
already mentioned the failure of all attempts fo enforce them.
Let me ask attention now to the results of which these attempts
caused more than two generations ago.

There are a few here probably wha can recall the depth
of that bitter contest. For 12 years the whole white people
of the Southern States were diverted from the great task of
restoring their industrial system to the vastly more urgent task
of overthrowing and expelling the carpei-bag governments
which were sapping their prosperity and threatening their civil-
fzation, When that was accomplislied I doubt if in the whole
history of mankind there was ever such a metamorphosis as fol-
lowed Immediately. Never had any people been called upon to
face such a difficult situation. Not only had they been through
the most devastating war ever waged, their fields laid waste,
their towns destroyed, the majority of young men capable of
labor either maimed or killed, the whole industrial system sub-
verted by enforced change almost in a night from slave labor
to free labor. DBut when at last the carpet-bag governments
were overthrown that country blossomed like a garden as if at
the touch of a magician’s wand.

Mr. Chalrman, that splendid result was achleved hecause
no further attempt has been made to enforce these constitu-
tional provisions in the States where they are repugnant to
the conscience and desires of the community. Would the gen.
tleman from Texas [Mr. Branrox] or the gentleman from
Georgia [Mr. UpsaAw] restore now the conditions that were

abolished by overthrow of the carpet-bag governments? Would
they restore suffrage to the negroes of the South, as the Con-
stitution demands? Would they even go the lesser distance
and support the proposal of the gentleman from Massa-
chusetts [Mr, TinxkHAM] to reduce the representation from
Southern States where negroes have heen exeluded from suf-
frage, as the ution specifically directs? That is an in-
Junction laid upon the Congress. Will the gentleman obey it?
Will he lead the way in giving it force? No; he will not. I will
answer for him.

Mr. BLANTON. I shall answer for myself if the gentleman
will permit me. The fourteenth and fifteenth amendments are
in force in the State where I Iive.

Mr. COCERAN. Anything is possible in the State of Texas;
the gentleman himself furnishes conclusive evidence of that.
[Laughter.]

Mr. Chairman, the gentleman would not fry to enforce
these provisions and he ought not to try. Nobody would en-
force them. Not even a Republican Congress would venture to
renew the experiment that failed so dismally. Few Republi-
cans here will vote even for Mr. TiNgkEAM'S bill punishing the
South by a reduction of representation in Congress and in the
Electoral College for the nullification of these amendments.
Why? Because that nullification is justified by its results. It
has borne the most valuable fruits that perhaps have ever yet
justified a spontaneous movement among the people. The same
will prove to be true with reference to this amendment. In a
great part of this country prohihition will enforee itself. It em-
bodies the judgment and conforms to the custems of the people
in those loealities. But in eothers it is repugnant to the people,
and there it is not enforced and never can be. Attempts to
enforce It may continue, eausing confusion, increasing boot-
legging profits, widening disrespect for the law and disohe-
dience to it, but it will never be enforced—never can be. The
whole history of the homan race proves that to absolute
demonstration.. t

What then will be the outcome of these conditions?
Where is the soul of good in these futile efforts to make the
eighteenth amendment effective all ever the country? The
soul of good in it all is the disappearance of the saloon.

It needs no provision of law to effect suppression of this
serious menace to order and blot upon decency.

It is already effected—not by reason of the eighteenth amend-
ment, but by a public opinion that is practically unanimous.
The position taken by Governor Smith, of New York, in his last
campaign with respect to this question will become, in my judg-
ment, the position of the entire country. He seeks to harvest
for the public welfare this general disposition to suppress the
saloon. He pledges himself that, so far as he can control it,
the saloon, which has already disappeared, shall never bhe
suffered to return. Suppression of it is entirely within the
legitimate powers of the State. It invades no right of personal
liberty, because the State—the government—has always the
right to control its markets, and every shop is a feature of the
public market. The State has the absolute right to declare
that the agencies which it furnishes for the fmprovement of
commerce shall not extend to anything to which it does not
wish to extend them. And if the State declares, as it has de.
clared, that they shall not extend to the saloon—that the saloon
may not abut on any of its highways—then the saloon is
doomed. By the saloon I mean places where people